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THE CANADIAN 

CHARTERED ACCOUNTANT 
OFFICIAL ORGAN OF THE 

DOMINION ASSOCIATION OF CHARTERED 

ACCOUNTANTS 

VoL. X. No. 1 TULy, 1920 IssuE No. 37 

DOMINION ASSOCIATION CONVENTION 

HE Eighteenth Annual Meeting of the Dominion Association of 

Chartered Accountants will be held in the Canadian 

Foresters’ Hall, 22 College Street, Toronto, on the 14th, 

15th, and 16th of September next. Committees have been ap- 

pointed to arrange the programme of proceedings, and for the recep- 

tion and entertainment of the delegates and visitors, and an interest- 

ing and enjoyable meeting is looked for. Following is a provisional 

draft of the programme. As soon as the events are definitely fixed a 

full programme will be mailed direct to each member. 

Provisional Programme 

Tuesday, September 14th:— 

9.00 a.m. to 10.30 a.m.—Meeting of Council. 

10.30 a.m. to 11.30 a.m.—Official Reception. 

11.30 a.m. to 1.00 p.m.—President’s Address. Appointment of 

Committees. Reports of Constituent 

Bodies. 

2.30 p.m. to 5.00 p.m.—Paper, “The New Bankruptcy Act,” by 

G. T. Clarkson, F.C.A. 

Reports of Constituent Bodies (con- 

tinued). 

General Business. 

3.15 p.m. —Motor Drive for the Ladies. 

7.30 p.m. —Annual Banquet and Evening Enter- 

tainment. 
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Wednesday, September 15th:— 

9.30 a.m. to 1.00 p.m.—Report on Uniformity of Standards and 
Practice to be presented by Standing 

Committee. 

General Business. 

2.30 p.m. to 5.00 p.m.—Toronto Harbour Improvement Trip 

(if weather unfavorable theatre 

parties will be substituted). 

8.30 p.m. —Inaugural Meeting of the Canadian 

Society of Cost Accountants. 

Thursday, September 16th:— 

9.30 a.m. to 12.30 p.m.—Unfinished Business. 

12.45 p.m. —President’s Luncheon to Members of 

the Council. 

2.30 p.m. —Meeting of Council. 

3.00 p.m. —Motor Trip to Burlington or Lake 

Trip. 

At an early date, the Hotels Reservation Committee will send 

members particulars of the accommodation available, and will be 

pleased to make reservations as requested. Every member of the 

Association is urged to make a special endeavour to be present. 
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ANALYSIS OF FINANCIAL STATEMENTS 

By PAUL HAVENER, C.P.A. 

HE credit man of to-day, whether he be commercial banker, 

investment banker, manufacturer or merchant, in seeking infor- 

mation as to the financial standing of a concern, has many 

avenues from which he can obtaim data. The mercantile agencies, 

with their investigations and reports, the credit clearing houses, the 

local credit men’s associations, the opinion of those with whom the 

concern has done business in the past—all these are available. These 

sources are, however, indirect, and are all based largely upon hearsay 

and opinion. As to the general reputation of a concern, there is 

probably no better way of obtaining it, but as to its present financial 

standing—its ability to pay within sixty days for merchandise—this 

indirect method is dangerous and obsolete as compared with the 

concern’s own financial statement—provided, of course, that this 

statement is true, properly prepared and verified. A true statement 

of a concern, showing on one side all its assets, correctly valued and 

classified, and on the other all its liabilities similarly treated, both 

as of a certain date, together with a history of its operations for 

the preceding periods, is the best means by which to pass judgment 

on the ability of a concern to meet its obligations at their maturity. 

These financial statements are technically known as the balance 

sheet and the profit and loss statement. A balance sheet is a state- 

ment showing on one side all the assets of a concern as of a certain 

date and on the other side all the liabilities. Custom in this country 

places the assets on the left-hand side and the liabilities on the right- 

hand side. The difference between the assets and the liabilities, if the 

assets exceed the liabilities, is the net worth. In the case of cor- 

porations, this net worth, will consist of capital stock, surplus and 

undivided profits. In partnerships, the net worth will be the capital 

accounts of the partners, together with any undivided profits. If the 

liabilities exceed the assets, there is no net worth or capital belonging 

to the owners left, and the difference represents the amount by which 

the concern is insolvent. The left-hand side of the balance sheet 

shows what property the business has and the right-hand side shows 

to whom this property belongs. The profit and loss statement is an 

analysis of the operations of the business for a certain period of time, 

showing the total income and the expenses and losses during the 

period. It may be said that a balance sheet is a cross-section of a 

business, showing how it stands at a particular moment of time, and 
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the profit and loss statement how it arrived at this present position 

from a previous one. , 

The assets of a business are of two distinct types—fixed assets 

and current assets. Both of these can be further divided, but to keep 

these two kinds of assets always separate is one of the most im- 

portant things in reading a balance sheet. Fixed assets, also known 

as permanent assets, invested assets, etc., are those which represent 

capital sunk into the business, which cannot be converted into cash 

except upon the liquidation of the business. They are usually such 

assets as land, buildings, machinery, equipment, furniture and fixtures, 

patent rights, good-will, etc. These assets are not in the regular 

course of business convertible into cash, and, therefore, cannot be 

used to pay the current liabilities of the business. Current assets, 

also known as liquid assets, floating assets, quick assets, working 

assets, etc., represent cash and other assets that in the regular course 

of business will be cash, such as accounts receivable, notes receivable, 

merchandise on hand, ete. All past due or doubtful current assets 

should be called slow assets. The purpose of most businesses is to 

convert current assets into cash as soon a possible. What may be a 

current asset in one business may be a fixed one in another. A lino- 

type machine in a newspaper office is a fixed asset; in the storeroom 

or warehouse of a machinery dealer, it is a current asset. A concern 

may have total assets to the value of several times its liabilities 

and yet be unable to meet its obligations as they mature. This fre- 

quently occurs, and the reason is that current assets are lacking and 

fixed assets cannot be used to pay bills, and it is a well-known fact 

that fixed assets, as a general rule, suffer high depreciation when they 

are converted into cash, seldom realizing their book value. 

The liabilities of a business are also of two types, but the dis- 

tinction is not so great as in the case of assets. The fixed liabilities 

are obligations which do not mature for several years. They are 

usually secured by mortgage on the fixed assets, such as mortgage 

notes, bonds, purchase money obligations, etc. Current liabilities, 

somtimes called quick liabilities, floating debts, etc., are liabilities — 

which will have to be paid in cash within a short period of time, such 

as accounts payable, notes payable, pay-rolls, etc. 

The difference between the total assets and the total liabilities 

of any business, as previously mentioned, is the net worth. An 

analysis of the different classes of assets and liabilities will show 

clearly where this net worth is invested. 

With the balance sheet and profit and loss statement as a whole 

visualized before us, let us dissect each item therein, as it is only by 

6 
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this process of analysis and critical inspection that we can arrive 

at a true understanding thereof. 

We have before us the balance sheet of A., B. and Company, 

which is as follows:— 

BALANCE SHEET 

A., B & COMPANY 

As of June 30th, 1916 

Assets 

FIXED: 

Land and buildings, etc. ........... +++» $ 50,000.00 

Machinery and equipment ............. 75,000.00 

Horses, wagons, etc. ...........ceee00- 5,000.00 

$130,000.00 
SLow: 

Accounts past due’ ..... ccc eei cece wees $ 10,000.00 

Dwearivem officials ise). kidd. we. wad 20,000.00 

30,000.00 
CURRENT: 

SELL IES COCE CLOTS EA $ 21,000.00 

prasetereceivaliies| . isis’. 20. alarsl oe! ai 2,000.00 

Accounts receivable ................... 175,000.00 

SUPOMUOMIOR 2 5 SE. Bekah « bvléle che o'suseidee 75,000.00 

273,000.00 
DEFERRED: 

Prepaid insurance and licenses..................... 600.00 

Ween BENNER CSIs SS eAG cbs. do. deat. cond os $433,600.00 

Liabilities 

CURRENT: 

PCCOUMES-DAVEDIS oo dicdis cece vc cceveece $ 40,000.00 

er ee ae ee 60,000.00 

SOR N AMIDA circle cceeiel ovnie ded o ao vie $100,000 

$333,600.00 

Net Worth 

CONSISTING OF: 

EON 584 dines wnm ovis +b.dl e's « ct xce $200,000.00 

ee Pe ey eee 83,600.00 
ES Se ee ee 50,000.00 

; $333,600.00 
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The fixed assets are $130,000.00, slow assets $30,000.00, current 

assets $273,000.00, and deferred assets $600.00, making total assets 

of $433,600.00. The total liabilities—all current—are $100,000.00, 

leaving a net worth of $333,600.00. If this statement is correct and 

shows the true financial position of the company, it is in excellent 

financial condition, current assets being over two and one-half times 

current liabilities, and the net worth fully taking care of the entire 

investment in fixed assets as well as $173,000.00 of the current assets. 

Fixed Assets 

The first item of the fixed assets consists of land and buildings. 

On this particular item we ask the following question: Are there any 

liens or mortgages against the real estate and buildings? Many times 

a concern will have mortgages or purchase money obligations on this 

item and only show them on the balance sheet at a net value; that is, 

the value after deducting the liens thereon. This is wrong. These 

liens or mortgages may fall due within a short period of time, seri- 

ously upsetting the relation existing between the current assets and 

current liabilities. 

The next question is the basis of value. Is the land at cost? Is 

the building at cost, less a reasonable allowance for depreciation? 

Occasionally concerns, during a bad year’s business, revalue their 

real estate by charging it with arbitrary amounts and crediting profit 

and loss. Real estate, which is a general term, including both land 

and buildings, should be valued at the original cost in the case of 

land, and cost, less reasonable allowance for depreciation, in the case 

of buildings. Any liens or mortgages thereon should appear among 

the liabilities of the company. 

Does the concern own the land and buildings? Frequently, 

because these items appear on the books of the company, it is taken 

for granted that it owns them in fee simple. This is not always the 

case, and the ownership of this asset can easily be verified by pro- 

curing certificate from the local title guarantee company or by exami- 

nation of the tax receipts. If neither of these be available, a statement 

can be obtained from a trustworthy attorney, stating that he has 

examined the deeds and records and found that the real estate belongs 

to the concern. 

The second item in the consideration of fixed assets is usually 

machinery and equipment. The important thing governing their 

valuation is depreciation. Depreciation is a general term, and covers 

the gradual diminishing in value of an asset, whether by wear and tear 

or by obsolescence. Many failures of concerns with long-established 

8 
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records, which have paid large dividends and big salaries to their 

stockholders and employees, may be traced to the failure properly 

to provide for depreciation on the machinery and equipment. The 

machinery in a factory can become obsolete over night in this age 

of modern invention. There are numerous instances of cotton mills 

and fertilizer factories located throughout the south which, during 

the first years of their existence were financially successful, but put 

aside no money for depreciation on their plant and equipment, dis- 

bursing their excess receipts over apparent expenditures in dividends 

and salaries. Before they knew it, newer companies were organized 

with new machinery and equipment which could produce the com- 

modity at a price less than the cost to the old concern. The result 

was, the old concern would try to meet the competition by selling its 

product at less than cost, and in a few years had not only consumed 

all of its net worth, but accumulated large current liabilities, and, 

in the final day of reckoning, stockholders got nothing and creditors 

a small percentage of what was due them. Therefore, no matter how 

prosperous a manufacturing business may be to-day, unless this 

matter of depreciation is given due consideration, the day of failure 

is inevitable. 

All items, such as furniture and fixtures, automobiles, wagons, 

horses and mules, should be revalued each year. The rate of depre- 

ciation on them varies so much, depending entirely on the use to 

which they are put, that no fixed rate of depreciation is satisfactory. 

Hence, in summarizing, it may be said that tangible fixed assets 

should appear on the books of the company at cost, less full depre- 

ciation. In the case of liens or mortgages thereon, these should be 

shown among the liabilities and not deducted from the assets. Intan- 

gible assets, such as goodwill, patent rights, trade marks, copyrights, 

franchises and concessions, are not always to be condemned, as in 

many instances they-are assets easily converted into cash. They 

should always, however, appear on the balance sheet under a separate 

heading and should not be included with the tangible fixed assets, 

as they now are by many of our largest corporations, desiring to 

cover up the so-called water in the capital stock issued. 

Current Assets 

The first item of the current assets is usually cash. In more 

cases than one might suspect, this item is misleading. Banks some- 

times ask concerns which are in the habit of overdrawing their 

accounts to deposit money with them, giving a certificate of deposit 

therefore. The concern then takes these certificates to other banks 

9 



THE CANADIAN CHARTERED ACCOUNTANT 

and borrows on them to the full amount of the certificate. I remember 

an instance which came up a few years ago when called upon to audit 

a concern whose financial statement, as prepared by its secretary- 

treasurer, showed over $55,000.00 cash on hand. This cash on hand 

consisted of ten $5,000.00 certificates of deposit, which were used 

as collateral to a $50,000.00 loan, and sundry paid bills, post-dated 

cheques, due bills, and other memorandums in the cash drawer. As 

a matter of fact, there was not one cent of available cash. Cash on 

hand should consist of money in the cash drawer, which, except in 

cases of concerns located in places where there is no bank, should be 
comparatively small, and of funds in banks subject to cheque and 

from which all outstanding cheques unpaid have been deducted. 

Pledged certificates of deposit, miscellaneous paid bills, due bills from 

officers or employees are not cash items and should never be so called. 

In this balance sheet notes receivable appear too small in rela- 

tion to the other assets, and should lead to inquiry as to whether or 

not the concern has rediscounted any of its notes. It is customary 

for a concern to rediscount its customers’ paper, and, if it is not paid 

at maturity, the concern rediscounting has to take it up, so this 

rediscounted paper is a contingent liability which is liable to become 

a real one at any moment. A few years ago a large concern in New 

Orleans had over $200,000.00 of paper rediscounted which did not 

appear on their statement, and, in their final liquidation, over 80 per 

cent. was worthless. The financial statement of a concern should show 

somewhere the possible liability covering all paper rediscounted. The 

remaining notes on hand should be due from customers of the com- 

pany. Notes from officers, employees and stockholders should be shown ~ 

under a separate heading in the balance sheet. Past due notes and 

doubtful notes should be put under a separate heading called “Slow 

Assets.” 

The thing to ask in connection with accounts receivable is how 
these accounts were created, whether entirely by legitimate trans- 

actions of the company or partly by items due from officers, em- 

ployees, stockholders or merchandise sent on consignment. If the last 

be the case, these items should be eliminated and appear elsewhere 

in the balance sheet. Another important matter is to ascertain whether 

any accounts have been sold to discount companies or assigned for 

any reason whatsoever. The practice of companies selling their 

accounts to discount companies, paying the exorbitant rate of interest 

of 12 per cent. per annum or over, is one that should be discouraged. 

It is the custom of many concerns to allow the customer a discount 

for prompt payment. The reasons for these discounts are not always 

10 
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financial ones, as many concerns which allow discounts are not bor- 

rowers of money at all. The principal reason in allowing a discount 

is that it closes the business transaction. The customers has his goods, 

has paid for them, the credit risk has been eliminated, and the money 

received. When accounts are sold to discount companies, the credit 

risk has not been eliminated; the business transaction is not closed; 

. nor has the money been received from the customer. Any concern 

which is in a financial position to sell its accounts to a discount com- 

pany can as readily obtain money from a bank at a saving of over 

50 per cent. in interest charges. 

In the auditor’s report on the audit of a company, he should 

state clearly the steps which were taken to verify the open accounts 

receivable appearing on the books of the company. This can be done 

by direct communication with the different debtors, and should always 

be done, as it not only establishes the correctness of this item in the 

balance sheet beyond any question of a doubt, but brings to the 

attention of the management of the concern which is being audited 

all disputed accounts and puts them in line for adjustment. Accounts 

receivable should appear at their net realizable value. Due care should 

be taken to see that full provision has been made for all possible 

deductions, such as freights, returnable packages, rebates, special 

allowances, etc. 

Inventories 

The important things to consider in inquiring into the inventories 

of a company are the quantities, quality and price at which the inven- 

tory was taken, and whether or not there are any liens on any of 

the inventories or consigned goods included therein. This is probably 

the easiest part of the balance sheet to state incorrectly, and the only 

way that you can be sure the inventory appears at the right valuation 

is to know that it has been thoroughly tested as to quantities, quality, 

prices, footings and extensions by disinterested outsiders. No mer- 

chandise should be included therein except that which is salable, and 

all merchandise should be priced at cost or market, whichever is - 

lower. When the value of goods is reduced to market value, in many 

cases a further amount should be deducted to cover cost of selling, 

etc. A great many auditing firms accept the statements of officers 

of the company for the inventory. This is wrong. The inventory 

usually consists of over 60 per cent. of the total current assets, and 

it is, therefore, one that should be thoroughly verified by the auditors. 

Slow Assets 

Under the heading of slow assets should appear all investments 

which are not readily marketable, advances to subsidiaries, amounts 
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due from officers and employees, accounts and notes past due. Many 

times large withdrawals of capital by the officers of the company or 

proprietors will appear under heading of accounts receivable, and the ~ 

auditor in examining the books of the company will be met with the 

argument that they are good. If this is the case, the auditor’s only 

recourse is to show them as slow assets and suggest to the officers 

of the company if they are good to pay them in full, and the cash | 
will then, of course, appear under current assets. These withdrawals, 

when secured by stock of the same company, are really unsecured, and 

such items should be deducted from the capital of the company. 

Deferred Assets 

Deferred assets consist principally of prepaid insurance and 

licenses. It is usually a small item, except in cases of agricultural 

corporations, which close their books in the middle of a crop season. 

In many cases, inventories of supplies and materials should be put 

under this heading. It simply represents expenses prepaid, of which 

the following operating period will derive the benefit. In comparison 

with the other assets of the business deferred assets should be rela- 

tively small. 

Cibibend Liabilities 

In regard to the liabilities of the business, the first item is usually — 

accounts payable. Accounts payable which are secured should be 

shown under a separate heading. This is an item which is readily 

manipulated and liable at all times to be under-stated. In auditing 
the affairs of a concern it is one of the most difficult items to verify. 

The only way in which it can be done is by carefully examining all 

the assets, seeing from whom they were acquired, and then sending 

out letters to the different suppliers, asking for statements of account. 

I remember an instance, when called upon by the creditors to examine 

the condition of a company whose statement was handed to me, 

showing accounts payable of about $5,000. For the nature of the 

business it looked out of proportion. A careful inspection was made 

of the stock of merchandise on hand, ascertaining the suppliers of 

all large quantities, and letters were sent to them, requesting state- 

ments of account. When these statements were received and checked 

up it was found that the accounts payable were nearer $75,000.00 

than $5,000.00. 

Notes payable, like accounts payable, can be easily under-stated. 

In the balance sheet or auditor’s report it is best that notes payable 

12 
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to banks, to note brokers and to other creditors be shown separately. 

An important matter in examining this item is to ascertain whether 

or not any money has been borrowed by the proprietors or officers 

in the concern’s name and turned over to the business with a credit 

to the capital account of the proprietor, instead of appearing as a 

liability of the business. I know of several instances within the past 

few years where notes have been given to banks for borrowed money 

in the name of the business which were put into the business to the 

credit of the individual proprietor. Consequently, the financial state- 

ment, when prepared, did not show these liabilities. The auditor, who 

is familiar with this process, should carefully analyze the capital 

account as well as interest paid during the year and make a detailed 

analysis of how the different assets were acquired. If this is done, 

he can be reasonably sure that his statement includes all the liabilities 

from this source. 

Liabilities for payrolls and taxes, it should be remembered, are 

first lien on the assets, and in case these items are out of proportion, 

remember that they will be paid before anything else, perhaps leaving 

little for the unsecured, common creditors. 

Amounts due employees, officers and relatives in some instances 

may be properly shown under a heading separate from current 

liabilities. Nevertheless, it should be distinctly kept in mind that, 

in case of financial difficulties, such accounts usually are paid before 

any others. 

Contingent Liabilities and Reserves 

Full information should appear somewhere on the financial state- 

ment as to all possible contingent liabilities. We have already spoken 

of notes receivable rediscounted and accounts receivable sold. Ac- 

commodation endorsements have not infrequently been the cause of 

the failure of a prosperous business. Full inquiry should be made 

as to whether there are any such endorsements outstanding, as they 

may appear at any time and demand payment in full. Inquiry should 

also be made as to whether there are any suits pending in the courts, 
or judgments, which might make a material difference in the financial 

‘position of the concern. With the new employees’ liability law and 

other similar measures, it is possible for liabilities of this nature to 

arise at any time. Outstanding contracts, leases, moneys borrowed 

from members of family, etc., should be investigated to determine 

whether or not they have claims on the business. Special attention 

Should be paid to reserve accounts. Reserve for depreciation should 
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be deducted from the asset which it affects; reserves for taxes, for 

payrolls and for interest are not reserves, but accrued liabilities, and 

should show among the current liabilities. Reserves for bad debts, 
when appearing as a lump sum of, say, $5,000.00 or $10,000.00, should 

be closely investigated. Reserves for bad debts should not appear 

on the liability side of the balance sheet, but be deducted directly from 

the accounts affected. In some instances an arbitrary amount set 

aside like this is not enough to cover the accounts which the pro- 

prietors know are worthless. It is only by a detailed inspection of 

each account individually that the amount necessary can be deter- 

mined with any degree of accuracy. A reserve for contingencies is 

usually a part of the capital of the business, consisting of profits 

temporarily withheld. 

Fixed Liabilities 

Fixed liabilities, such as long-time bonds, should appear on the 

balance sheet under a separate heading among the liabilities and not 

be deducted from the value of the assets against which they are liens. 

In the case of serial bonds, a certain amount of which fall due each 

year, the amounts falling due within a year of the date of the balance 

sheet should be shown as current liabilities and not as fixed. Due 

caution should be exercised in ascertaining upon what assets the fixed 

liabilities, that is, the mortgages and bond issues, are liens. Occa- 

sionally they are first lien not only upon the real estate of the com- 

pany, but upon all other assets, and in such cases this should plainly 

appear on the statement. 

Capital or Net Worth. 

The important thing in analyzing net worth is first to see how 

the capital is invested and how it originated. Often the surplus of 

a concern is not real surplus, but a manipulation of the values of 

the fixed assets. 

Profit and Loss Statement 

The examination of the profit and loss statement is principally 

a matter of comparison, the object, of course, being to see whether 

the business is going forward or backward. 

We have inspected each item in the balance sheet; let us now | 

go over the profit and loss statement in similar manner. 

Below appears the analysis of profit and loss of A., B. & Com- 

pany:— 

14 
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ANALYSIS OF PROFIT AND Loss—A., B. & Co. 

For twelve months ended June 30th, 1916 

EEE, Aisi Thy hs co's eo d'e ow CORRE EM Be. baie Waléle seins $500,000.00 

Goods on hand first of-year ............... $ 60,000.00 

Goods purchased during year ............. 415,000.00 

Total to be accounted for ..............05: $475,000.00 

Inventory at close of year .............6.- 75,000.00 

Balance—Cost of goods sold ............... SF. VOUUM< 400,000.00 

PIMC. B55) S'S oi ve bs i Sale oS clele’e dte's b BG $100,000.00 

EXPENSES: 

0 RR ON SS Se CoB ee a $ 10,000.00 

0 EO ys gi ad Bors go 0 es 20,000.00 

rae Get sp ateK ese 406 ees 2,000.00 

ON Sg 55 dh ARE Oee GRIND eto Lo ae be 4,000.00 

EE STEN CE Pe TET TORT OEE 11,000.00 

eS Se) ee eee ee re 47,000.00 

Operating profit for year ............eeeseeees $ 53,000.00 

LESS: 

SPECIAL DEDUCTIONS AND LOSSES: 

Me CORE So dus acids ba Genii pede $ 5,000.00 

ROR DOOR 6G i-bkh cols dcnid «WS cowie’ 0's 8,000.00 

$ 13,000.00 

PLUs: 

SPECIAL ADDITIONS: 

Profit on sale of real estate....... 10,000.00 $ 3,000.00 

Net linecome fOr Yeas oisinia ie siace!s vivid esis conics $ 50,000.00 

PERCENTAGES: 

Gross profit .......... 25% on cost 20% on sales 

a 11.75% on cost 9.4% on sales 

Operating profit ...... 13.25% on cost 10.6% on sales 

Net profit 64. sees... 12.5% on cost 10% on sales 

The profit and loss statement is usually divided into sales, less 

cost of sales, which gives the gross profit, less expenses, which leaves 

the operating profit; then special deductions and losses are taken 

off and special additions are added thereon, giving the net income 

for the year. 
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Sales 

Comparison should be made with previous periods as to the 

volume of sales, and in well-conducted businesses this should usually 

show an increase. Inquiry should be made as to whether or not there 

is included under the heading of sales goods sent out on consignment 

or goods shipped to subsidiary companies, branches or agencies. Such 

items are not sales, but part of the inventory until sold. The total 

sales should be compared with the inventory in order to get the 

number of times stock has been turned over during the period. The 

turnover, of course, varies with different businesses. 

Sales should also be compared with accounts receivable, as this 

will show how fast the accounts are being liquidated, and also, in many 

instances, bring to light whether any accounts are included in 

accounts receivable not originating in sale of merchandise. From the 

total sales should be deducted full allowance for returnable packages, 

freights, discounts, etc. 

Cost ef Goods Sold 

The most approved manner of arriving at the cost of goods sold, 

whether for mercantile or manufacturing concerns, is as follows:— 

To the inventory of the goods on hand at the beginning of the 

year should be added the purchases of goods made during the year, 

or raw material, plus cost of manufacture, in case of manufacturing 

plants, plus any other direct charges, such as incoming freight, 

incoming drayage, etc. This gives the total goods to be accounted 

for. The inventory of goods on hand at the end of the year represents 

all goods which have not been sold, and is, therefore, deducted from 

the “total goods to be accounted for,” leaving balance as cost of goods 

sold. This, when deducted from the total sales, gives the gross profit 

for the period. It is obvious, therefore, that the amount at which the 

inventories are valued to a great extent determines the profit for 

the period. 

Expenses 

The expenses of the business should be carefully compared with 

the previous periods to see whether or not they have increased and 

whether or not the business is being managed economically. The item 

of interest should be carefully looked into as compared with the notes 

and accounts payable as a check on the total outstanding. When 

miscellaneous expenses are shown at too large an amount, details 

should be required. Salaries of officers should be in proportion to 

the size of the business. When the total expenses are deducted from 

the gross profit, there then remains the operating profit for the year, 

from which should be deducted special deductions and losses. 
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ANALYSIS OF FINANCIAL STATEMENTS 

Special Deductions and Losses 

All extraordinary losses, such as bad debts, fire losses, losses 

through damage suits, should be absorbed during the period in which 

they are discovered and not charged directly to surplus. When these 
items are charged directly to surplus the profit and loss statement 

: | does not show the movement of the business from one balance sheet 

to another as it should. The amount charged off on account of bad 

debts should receive due consideration as compared with the total 

sales. 

Special Additions 

All extraordinary profits, such as profits realized from the sale 

of capital assets, should appear in the profit and loss statement under 

this heading, and should be added to the operating profit for the year, 

producing the net income. 
Somewhere in the profit and loss statement should appear a 

detailed statement of the percentages, showing the gross profit, based 

both on cost and on sales. Expenses, operating profit and net profit 

should be treated in the same manner. On account of the confusion 

in the minds of many as to whether percentages should be figured 

on sales or cost, it is usually best to figure them both ways. 

The important thing in connection with the examination of the 

profit and loss statement is its comparison with previous periods and 

with the balance sheet. The balance sheet should always show the 

net income for past fiscal period, which should agree exactly with 

the analysis of profit and loss. The profit and loss statement shows 

the earning power of the business as an organization unit, and, after 

all, the earning power is usually of more importance than the value 

of all the tangible assets. 

As a supplement to these financial statements, there should 

always be available such information as the total amount of insurance 

carried on the fixed and current assets, the organization of the com- 

pany, its history, etc. 

In conclusion, it is my opinion that the enormous numbers of 

failures and losses sustained in this country each year are caused 

many times by the fact that proprietors or managers are guided, not 

by dishonest financial statements, but by erroneous ones, embarking 
on undertakings beyond their means of execution, not realizing their 

true financial condition until too late to retract. The public accountant, 

being skilled in the correct preparation and interpretation of the 

financial statement and accounts, has come to fill a distinct need in 

pointing out to the managers of business, to bankers and credit men 

such matters as we have discussed here. 
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CRITICISM OF A BALANCE SHEET 

NE of the most important functions of a first-class accountant 

is his ability to criticize the balance sheet of any concern 

which may be submitted to him, and, provided the necessary 

information is disclosed in that document, to point out the weak spots. 

This faculty for criticism is mainly the result of experience, and, 

therefore, it behoves the young accountant to study as many balance 

sheets as possible and to learn the alphabet of the art from other 

critics. 

Unfortunately, the form in which many balance sheets are pre- 
pared leaves much to be desired. It is a common failing among 

accountants to forget that statements, which to them are perfectly 

intelligible, are prepared mainly for the benefit and information of 

persons who have no great knowledge of accounting. The result is 

that the average shareholder in a limited company derives but the 
scantiest information from the printed balance sheet which he receives 

each year, and, more often than not, entirely misunderstands their 
meaning. 

Indeed, even a skilled accountant is puzzled to know what some 

of these documents really intend to convey. 

Only recently we had the balance sheet of a brewery company 

submitted to us. 

The first item on the assets side was “Estate Account.” We found 

on inquiry that this item related to the brewery buildings and plant, 

and also to the tied houses owned, but there was nothing to indicate 

whether these properties were freehold or leasehold, or what depre- 

ciation had been provided. 

Another item which was included among the “liabilities” was 

“sundry charges.” . 

This illuminating entry referred to “debenture stock” secured 

by a floating charge, and to sundry mortgage loans on the properties 

held. 

We do not pretend that this particular balance sheet is a fair — 

sample of the way such documents are prepared for presentation to 

the shareholders, but in this case there was also no desire to conceal 

the facts, as it was a private concern. We would, however, impress 

upon our readers the necessity for lucidity, and remind them of the 

importance of so framing the accounts that they do indicate to a 

layman the real financial position. 

The criticism of a balance sheet depends on the object for which 

such criticism is made, the point of view varying accordingly. 
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CRITICISM OF A BALANCE SHEET 

Thus the prospective purchaser of a business wishes to ascertain 

the financial position as disclosed thereby on the assumption that the 

undertaking is a going concern, whereas a banker or loan creditor 

is more interested in the result that might be anticipated in case of 

a forced sale. 
Again, the prospective purchaser has to consider the return that 

can be expected on the capital employed, whilst a shareholder is more 

‘concerned with the reserves available. 

One of the most important matters in any case is, however, the 

amount of liquid capital. 

The total of cash at bank and in hand, bills receivable, invest- 
ments in “reserve” securities (e.¢., war loan and “floaters”), and 

sundry debtors should be compared with the total of sundry creditors, 

bills payable, and bank overdraft (if any). 

If the latter is the greater, it shows at once that the concern is 

short of working capital and is “overtrading.” Probably as many 

businesses have gone into liquidation from “overtrading” as from 

“bad trade,” and such a result indicates at once— 

1. That the turnover and, consequently, the profits, cannot be 

increased without the introduction of further capital. 

2. That full advantage cannot be taken of discounts. 

3. That profitable business may have to be refused because of 

the credit required. 

4. That there is no reserve cash capital available for the replace- 

ment of fixed assets. 

5. That in a period of financial crisis the concern may be forced 

into liquidation. 

In a normal manufacturing business the debtors (including bills 

receivable) should generally exceed the creditors (including bills 

payable). 

The next point is to note the amount of charges on the fixed 

assets, and whether such loans also include a floating charge. It is 

also necessary to see when and on what, terms these loans are repay- 

able and what provision has been made to meet such liability. 

Thus a company which ten years ago made a large 4% per cent. 

debenture issue due for repayment this year would now have to pay 

at least 1% to 2 per cent. more on the issue of a loan to repay the 

debentures falling due. 

If there is a floating charge it may preclude either any bank loan 
or further debenture issue, unless terms can be arranged with the 

present debenture-holders, thus automatically limiting the introduc- 

tion of fresh loan capital. 
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The nature of the issued capital has also to be taken into account 

for the same reason. 5 

There is no provision in the Companies Acts for the repayment 

of preference share capital, and it not infrequently occurs that the 

issue of first preference shares with cumulative rights in the early 

days of a concern is a big obstacle to the raising of additional capital 

as the business develops. 

With regard to the Reserve Fund, it does not necessarily mean 

that because such fund is represented by ear-marked securities that 

the concern is in any better financial position. 

Of course, if the Reserve Fund partake really of the nature of 

a Sinking Fund to redeem debentures or to provide, say, for new 

plant which may have to be installed before the effective life of the 

existing plant is exhausted, it is necessary that the fund should be 
represented by securities which can be readily converted into cash. 

If, however, the Reserve Fund is created to provide further 
working capital as and when required, there is no reason why it 

should not at once be utilized for that purpose and be represented 

by stock, debtors, or even fixed assets, in the balance sheet. 

Speaking generally, the appearance among the liabilities of bank 
overdrafts or loans repayable at call, particularly if these items 

occur in successive years, indicates an unsatisfactory position, as 

' there is always a danger that such loans may be called in, and thus 

place the undertaking in a tight corner. 

The same risk applies in private concerns to loans by individuals, 

executors of a deceased partner, ete. 

Where fresh capital is to be introduced to pay off such liabilities, 

it must always be taken into account that the earning capacity of 

a business is not increased thereby, and in a growing concern the 

financial position may be equally as difficult in a year or two. 

With regard to the assets, it is often impossible to express any 

intelligent opinion without further information, as but seldom are 

the fixed assets stated at their real value. 

The assets may be divided into four groups:— 

1. Realizable Assets, which should produce approximately the 

book value, such as cash, book debts, bills receivable, and securities 
valued at market prices. . 

2. Assets which are worth book value or more as a going con- 
cern, but which may or may not produce such amount on realization, 

e.g., buildings, plant, tools, stock-in-trade, and shares in subsidiary 

companies. 
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8. Assets of little value except as a going concern, e.g., goodwill, 

patent rights, dies, catalogues, etc. 
4, Unrepresented expenditure, such as expenditure spread over 

a term of years, preliminary expenses, etc. 
|e 

The value of (2) depends very largely, and of (3) entirely, on 

_ the general position of the business. 

The works and plant in a declining concern may be worth much 

Tess than cost, as, although the physical life may accord with the 

valuation, the effective life is limited if there-is not the trade to keep 
_ them fully occupied. Similarly, in a growing concern the value may 

4 be the realizable value only if it is necessary and intended to take 

new works or put down new plant to cope with the business it is 

desired to do. 

It is also almost needless to say that the value of the goodwill 

¥ depends entirely on the profits earned cr which can be earned. 

A business which is handicapped for lack of capital may have 

4 a high goodwill value, whilst a concern paying good dividends on a 

small issued capital may have little goodwill value if the return on 

4 the actual capital employed is taken into account. 
Thus, as an illustration, we might mention a case which came' 

before us. 

An intending purchaser of a business proposed tw take the shares 

in a private company at a price based on a valuation of the fixed and 

floating assets, plus goodwill. os 

The capital was £20,000, the Reserve Fund £25,000, and Profit 

and Loss Account (undivided balance) £20,000. 

The company paid 30 per cent. dividend, and the intending pur- 

chaser stated that he considered the book value of the goodwill, viz., 

£15,000, reasonable in view of the dividend. 

When we pointed out to him that the purchase price (on valua- 

tion) was £60,000, and that the profits only averaged £6,000 per 

annum before any charge for management, he altered his opinion. 

It is not possible in this article to touch on all the points involved 

in the criticism of a balance sheet, but we think the student will 

appreciate the general line to be taken up on undertaking such work. 

The main point is first, to determine the object in view, then to 

set out the matters required to be taken into account in forming a 

conclusion thereon, and to analyze the information accordingly. 

: It must, however, be borne in mind that the Trading and Profit 

and Loss Account is a detailed statement of one of the items ap- 
pearing in the balance sheet, and must, theerfore, be read in con- 

junction therewith—From the Accountants’ Journal. 
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THE NEW BANKRUPTCY ACT 

UCH has been said in connection with the new Bankruptcy Act, 

which comes into force throughout Canada on July ist, 1920. 

Much was necessary to be said, in order to acquaint business 

men with some of the provisions of the new Act, many of which, no 

doubt, for a time will be a little confusing. 

At a meeting of the members of the Vancouver Branch of the 

Canadian Credit Men’s Trust Association, held at the Hotel Van- 

eouver, at which Mr. W. C. Brown, of Ellis & Brown, barristers and 

solicitors, of Vancouver, was the principal speaker, some very inter- 

esting questions were put at the close of his most interesting and 

instructive address. 

Several of the most important were as follows:— 

1. How soon after the Bankruptey Act comes into force can a 

petition in bankruptcy be filed? 

Ans. This depends upon three things: First, the coming into 

force of the Act (now fixed at July 1st); the commission of an act 

of bankruptcy after the date upon which the Act comes into force. 

These acts are set out in Section 3 of the Act, and are, firstly, the 

making of an assignment, authorized or not; the making of a fraudu- 

lent gift, conveyance or delivery: of property, the creating of a charge 

on property, or making a conveyance which can be voided under the 

Act if debtor were subsequently adjudged bankrupt or if the debtor 

absconded from Canada or departed from his dwelling-house within 

Canada; permits execution to remain unsatisfied against his goods 
for fourteen days; exhibits statement to his creditors, showing himself 

to be insolvent; assigns, removes, secretes, disposes of, or admits to 
or is about to assign, remove, secrete or dispose of any of his goods 

with an attempt to defraud; does not comply with the provisions of 

the Bulk Sales Act. The third requisite is that the Minister of Justice 
has appointed or assigned one of the judges of the designated court 
to be a judge in bankruptey. 

2. Can a petition in bankruptcy be filed against a limited 
company ? 

Ans, Yes. 

3. When a person has a large number of judgments now regis- 
tered against him, and has no available assets, can he make an assign- 
ment, and later apply for a discharge? 

Ans. No. The indebtedness or act upon which the petition is 
founded must have occurred in respect of obligations incurred after 
the coming into force of the Act. 
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4. What is the meaning of Section 8, Sub-section 2 A and B, 

of the Act, with reference to accounts owing prior to the Bankruptcy 

Act coming into force? 

Ans. The first part of these two sub-sections means that a bank- 

ruptey petition cannot be granted upon any indebtedness existing 

before the coming into force of the Act, where such debts be evidenced 

by promissory note or other instrument or by judgment; and the con- 

cluding section means that if a person can be lawfully forced into 

bankruptcy by reason of causes coming into existence subsequent to 

the Act, then his debts existing prior thereto shall be provable in the 

proceedings, and shall form part of the indebtedness to be satisfied 

thereunder. 

5. Can a secured creditor sell or realize his security under Sec- 

tion 6 without permission of the trustee or without his valuing the 

security ? 

Ans. Yes. (See Section 46, and see above discussion.) 

6. Can a trustee recover any moneys paid into court under a 

garnishee of account owing to the debtor, or would the garnisheeing 

ereditor be entitled to them? 

Ans. Yes. Trustee can recover. (See Anderson and Sons vs. 

Dawber, 22 B.C.R. 218.) 

7. Section 11, Sub-section B of 1, states that only the first exe- 

cution creditors are entitled to costs. Section 11, Sub-section 10, 

states that every assignment has precedence over all judgments, etc., 

but subject to all judgment creditors’ costs. Which section would 

apply in the ease of two or more judgment creditors? 

Ans. Sub-section B, Section 1, applies to judgments and charges 

affecting personal property. Sub-section 10 deals with charges 

8. Does Section 13, Sub-section 16, mean that all preferred credi- 

tors would have to be paid in full before compromise with unsecured 

creditors can take effect? 

Ans. No. Any arrangement can be entered into and sanctioned 

by the court which has approval of ALL the creditors. (See Section 

13, Sub-section 19.) 

9. Does the filing of a bond by the trustee, as provided by 
Section 14, Sub-section 4, apply to all estates, or does a separate bond 

have to be filed for each estate? 

Ans. The trustee must give a separate bond for each estate, 

unless same is waived by the creditors. 
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10. Section 17, Sub-section 4, provides that all losses of an insur- 

ance policy shall be payable to the trustee whether the policy has 

been transferred to him or not by the assignor or debtor. Is this 

legal? 

Ans. Yes. This section displaces all former statutory or judicial 

authorities relative to fire insurance policies, and the trustee is as 

fully entitled to the proceeds of the policy as though he were origi- 

nally named therein as assured. 

11. Does Section 22 mean that if the trustee sells any pict 

which were on consignment, and of which he had no notice before 

the closing up of the estate, that the party who owned these goods 

would not have a claim against the trustee or against the estate? 

Ans. Yes, to the extent to which money has been distributed. 

Section 37, Sub-section 3, effectually protects the trustee and = 

estate in case moneys’ have all been disposed of. 

12. Would Section 22, Sub-section 2, provide for the valuing of 

the security heid by a creditor? 
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Ans. This section does not deal with securities created in the 

ordinary sense of the word, where documents creating the securities, 

such as mortgages or transfers, are in contemplation, but refers to 

the pawn or pledge of an article by actual deposit. 

13. Section 26, Sub-section 2. Does trustee need to place all 

moneys received in connection with an estate in a separate account? 

Ans. Yes. 

14. What is meant by Section 34, re undischarged bankrupt? — 

Ans. This section is intended to protect any person dealing hon- 

estly with a debtor without notice of the fact of receiving order 

having been made, and before the trustee has gotten possession of 

the estate, any such transaction to be valid as against the trustee; 

and any estate or interest which may have vested under the Act 

shall determine and pass in such manner as to give effect to the 
transaction, which may mean that the trustee would be obliged to 
convey property or transfer securities to such innocent person. 

15. Does Section 37, Sub-section 33, mean that when a trustee 

has paid out all moneys on hand, save a nominal sum, that any 

creditor who has not filed his claim at the time of the payment of 

the first dividend would be entitled to his first dividend from future 
moneys to come in, or would he be merely entitled to the nominal 

sum ? 

Ans. The creditor would be entitled, under Section 37, Sub- 
Section 3, to be paid out of any moneys in the hands of the trustee 
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@ Bambi into his hands after declaration of a dividend in priority of 
_ payment of a second dividend to other creditors. 

16. Does Section 43, relative to the appointment of inspectors, 

r a allow a representative of a firm or corporation to act as an inspector? 

Ans. Section 43, standing alone, would not authorize a repre- 

| a sentative of a corporation or firm to be appointed an inspector, and 

the answer given was in the negative. It is submitted, however, that 

Section 85 is broad enough to allow any official of a corporation, 

authorized under seal, to act as an inspector, but a firm must appoint 

one of its members. 

17. Do taxes take precedence over all other claims against an 

estate? 

Ans. Yes. 

18. Does rent take precedence over assignee’s fees on disburse- 

ments? 

Ans. Unless assignee’s fees and expenses can be placed in a 

different category from debts, then rent is prior to assignee’s fees 

and disbursements. Section 51, subject to the provisions of Section 

52, as to rent, the assets shall be distributed in the order therein 

referred to. Section 52, in the disbursement of the property of the 

bankrupt or assignor, the trustee shall pay to the landlord in priority 

to all other debts, an amount not exceeding the distrainable value 

of the assets, and not exceeding three months’ rent. Except for the 

words, “subject to the provisions of,” set out in Section 51, one would 

say unhesitatingly that trustees’ fees and disbursements would be 

in priority to rent, and, in view of the words in Section 51, it will, I 

think, he held that rent takes priority to trustees’ fees and disburse- 

ments. 

1. Section 54 provides that the debtor should submit a statement 

of his assets and liabilities. Does the trustee have to take this as 

being correct, or has he power to complete an inventory of the assets 

at the expense of the estate? 

Ans. The trustee has power to obtain reasonable {nvenionios at 

the expense of the estate, if necessary. 

20. Can a bankrupt apply for a discharge before the estate is 

closed out? 

Ans. A bankrupt cannot apply for a discharge to become effective 

at a date earlier than three months after being adjudged bankrupt, 

but the application apparently can be made any time that the estate 

is so far administered as to make it apparent that the balance of the 

assets cannot be realized without undue delay or cost. 
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21. Is there any provision whereby a creditor, fearing that an 

estate may be squandered, can tie the estate up before receiving order 
is made? 

Ans. Yes. By Section 5 the court may, if it is shown necessary 

for the protection of the estate, at any time after the presentation 

of the petition, appoint a receiver to the estate, and give the receiver 

power to take immediate possession of same, or any part thereof. 
The appointee apparently must be an authorized trustee, and may 

or may not be the trustee who becomes the final trustee in the 

bankruptcy.—From Credit Men’s Journal. . 
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WHAT IS INCOME? 

HERE are many different ideas abroad relating to what may 

be called income, but the taxpayer would do well to place any 

preconceived idea upon this point in the background, because 

the tax is imposed, not upon what he considers to be income, but 

upon what the government considers to be income. 

For the purpose of the tax, income may be divided into two main 

classes: (a) the income derived from the business, occupation or 

profession in which the taxpayer is engaged; (b) income from invest- 

ments, such as interest on mortgages, dividends, bonuses, rentals and 

similar receipts. If a man has no income other than his salary, that 

salary will be his income for taxation purposes. In this connection 

it would be pointed out that the salary is not always paid in actual 

money, for a portion of it may be paid in something equivalent to 

money. As an instance, a bank manager at a rural branch may 

receive $2,400 per annum, and also be furnished with a house, for 

which no rent is charged by the bank. It is obvious that his salary 

is more than $2,400 per annum to the extent of the annual rental 

value of the house. If this rental value is $600, his income will be 

$3,000 for taxation purposes. 

The income of business concerns, such as limited liability com- 

panies, is considered to be the net profit derived by the business from 

its operations, such as would be shown in a properly drawn up profit 

and loss account. The income of an individual in business would be 

arrived at in the same way. The intention of the Act is to consider 

the income of a business organization, whether owned by an individual 

or a corporation, as the net profit earned by that organization. 
\ 

Improper Deductions from Income 

A taxpayer is not allowed to deduct personal or living expenses 

from income. One man’s entire income may be $3,000 and his living 

expenses $2,900, but his income would be treated as equal to that of 

another man whose entire income was $3,000, but whose living 

expenses were only $1,500. 

As an illustration of the distinction drawn between business 
expenses and personal expenses, the case of a physician who owns 
two automobiles may be cited. If one auto is used for professional 
purposes to enable the doctor to travel from the residence of one 
patient to that of another patient, the cost of operating and main- 
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taining that car would be a proper deduction from income, but if the 

other car was used for pleasure, then the cost of maintaining it would 

be a personal expense and not ‘deductable from income. i 

A man may own the house in which he lives, and as a result 

have to pay taxes, repair bills, etc., but these could not be deducted 

from income. If, on the other hand, the house is rented to another 

person, then the rent received, less proper charges for taxes, repairs 

and depreciation, would be treated as income for taxation purposes. 

The authorities may allow depreciation to be charged on buildings 

on the following basis, if the circumstances justify the allowance:— F 

On frame buildings, 5 per cent. per annum. ; j 

On brick, stone and brick veneer buildings, 2% per cent. per ; 

annum. 

On reinforced concrete buildings, 2 per cent. per annum. 

Real Estate Transactions 

So many of our citizens have embarked upon real estate pur- 

chases as a “side line” that it is necessary to pay particular attention 

to this class of investment or speculation, whichever you care to 

call it. If the taxpayer is ordinarily employed as a merchant and 

devotes a certain portion of his surplus funds to real estate invest- 

ments, a situation may arise similar to the following:— : 

Income derived from business .......0+e+se-eeeee- $8,000 

Income derived from rent of house owned ......... 500 

_Taxes, repairs, depreciation, etce., on house......... 400 

Taxes on vacant, unproductive city lots............. 150 

For income tax purposes this man has two distinct classes of 

income: the interest derived from his business and the income derived 

from real estate. His business income is obviously $8,000, but on his 

real estate transactions he has lost $50. He will not be allowed tos 

deduct this $50 from the $8,000, because it was lost in transactions 

which were not a part of his ordinary business; they were “side lines.” — 

If the rent from the house had been $600 instead of $500, then he 

would have a net income of $50 on the real estate transactions, and 

this $50 would be added for taxation purposes to the $8,000 received 

from his ordinary business, and he would have a taxable income of 

$8,050. Profits made through speculation or transactions other than 

those connected with the ordinary business of the taxpayer are not 

treated by the authorities as income. Suppose the house of the mer- 

chant above referreed to cost him $5,000 and he sold it for i 000, 

the profit of $1,000 would not be taxable income. 
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WHAT IS INCOME 

Profits from Speculation 

As a further illustration, suppose a dentist purchased a house 

for $12,600, received a net income from rentals of the house of $250, 

and then sold it for $13,800. It will be seen that he received $1,450, 

but only the net rentals of $250 would be taxable income and the 

profit on the sale would not be taxable. It should be carefully noted 

from these illustrations that the profits were derived from trans- 

actions which were “side lines” and not a part of the ordinary busi- 

ness of the taxpayer. An individual whose business it is to deal in 

houses would have to include profits on sales of houses as a part of 

his income, because buying and selling houses is recognized as his 

regular business. It sometimes happens that a loss is sustained in 

the selling of property. If the dentist referred to derived a net income 

from his dental practice of $10,000 during 1919, and also sold a house 

which cost him $8,000 for $7,000, he would not be allowed to deduct 

the loss of $1,000 from his professional income of $10,000 for taxation 

purposes. 

A man may live in his own house, and also own other houses 

which he rents to other people. Suppose there is a mortgage on each 

house that he owns. The interest which he pays—not the principal 

—on the mortgages covering the rented houses may be deducted as 

an expense from the rents which he derives from those houses, but 

the interest on the mortgage covering the house in which he lives 

is considered to be a personal expense, and, therefore, not deductible 

from income. A man may earn substantial amounts for interest on 

investments but not receive them. As an illustration: money may 

be deposited in a savings bank and the interest earned allowed to 

accumulate therein. This interest would be income for taxation pur- 

-poses, notwithstanding the fact that the taxpayer does not with- 

draw it. 

Gifts, Legacies Not Taxable 

Should you be fortunate enough to receive a gift of $10,000 of 

1919 Victory bonds, the $10,000 would not be treated as income, but 

the interest which you receive from time to time would be treated 

as income. Legacies or bequests are treated similarly. The actual 

gift is not taxable, but the income derived from it is subject to tax. 

A partnership is not subject to tax, but the profits derived from it 

by the individual partners are taxable. The authorities will not 

recognize a husband and wife as business partners. A partner who 

derives income from sources other than the partnership practically 
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has to make two income tax returns, one Covering the partnership 

profits, and the other covering additional income. The private income 

of a married woman is subject to tax. All persons who reside in 

Canada for six months in the year are liable to taxation, and those 

who do not reside that long are subject to taxation on any income 

which they derive as salary, director’s fees, or other remuneration 

for personal services performed in Canada. A Canadian, resident 

abroad, is not taxable unless he is a partner in or sole proprietor 

of a Canadian business, or if he receives remuneration for services 

which the authorities deem to be performed in Canada. Income 
derived by a non-resident from mortgages on Canadian real estate 

or investments in Canadian stocks or bonds is not taxable. 

Incomes Derived from Farming 

' The Act requires returns to be made by all persons whose income 

is in excess of the exemptions they are allowed. For example, @ 

married man with no children, having an income in excess of $2;000, 

is required to make a return. 

A farmer is required to add to his net ineome the value of the 

goods of his own production which he and his family have consumed. 
The following deductions will be allowed a farmer: The ‘amount 

expended for labor in the preparation of land for crops, and in the 
cultivation, harvesting and marketing of the ‘crop; the cost of seed 

‘and fertilizer; cost of labor in ‘caring for live ‘stock; cost of feed; 
repairs to barn and other farm buildings; cost of repairs to fences 

and machinery; cost of small tools and materials which are used up 
in the course of the year, ‘such as binder twine, pitchforks, spadés, 

etc. Payments on account of purchase price of farms may Not be 

‘deducted from income, but interest on unpaid purchase price of the 

farm or farm stock, machinery or equipment is a proper deduction. 

Cost of machinery, such as tractors and thrashing machines, 

cannot be deducted, but the cost of their operation is deductable. 

No deduction will be allowed for cost of repairs to the farmer’s 

dwelling, or for any cost which is a personal expense of the farmer. 

—From “Canadian Finance.” 
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THE CANADIAN SOCIETY OF COST ACCOUNTANTS 

Many of our readers will recall that sometime during the past 

winter an organization has been formed in the United States known 

as the “National Association of Cost Accountants.” The objects of 

this Society as set forth in the printed matter issued by its Executive 

Committee are said to be “to unite and promote cordial intercourse 

among all persons interested in cost accounting, to collect through 

research and to disseminate generally by all appropriate means all 

fundamentally sound cost accounting principles and methods; to de- 
velop, improve, extend, and as far as practicable standardize the 

present science and art of cost accounting; to provide tests by which 

candidates shall be admitted to membership; and to promote and 

maintain high moral standards.” 

A distinctive character was given to this organization by reason 

of the fact that it was promoted under the auspices of the C.P.A. 

Societies, and its officers were for the most part conspicuous mem- 

bers of the profession. It was abundantly evident that the need 

for this Association had strongly impressed itself upon the existing 

organization, and that a “National Association of Cost Accountants” 

was a definite and constructive expression of the sense of responsi- 

bility of the leaders in accounting matters for developing throughout 

the United States means of intercourse, dissemination of information 

and general improvement of educational facilities upon this import- 

ant subject. The attention of certain of our Canadian Chartered 

Accountants being thus directed to the movement, it was felt that 

the time had arrived for the Canadian societies to take similar action 

and accordingly the various societies were approached through the 

President of the Dominion Association for an expression of opinion as 

to the advisability of incorporating a society in Canada, which would 

be under the guidance, for the time being, at all events, of the 

Chartered Societies. The replies were in all cases favorable, and 

each Provincial Institute nominated a member of its body to join 

with the others in securing a charter of incorporation from the De- 

partment of State at Ottawa under the title of “The Canadian So- 
ciety of Cost Accountants.” This charter was in due course granted. 

The incorporators, who were also named as the first trustees of 

the Society, were the following:—James Hutchison, C.A., Montreal, 

‘Que.; Robert J. Dilworth, C.A., Toronto, Ont.; Frederick C. Gilbert, 

C.A., Winnipeg, Man.; George W. Dickson, C.A., Halifax, N.S.; 

‘George E. Winters, C.A., Vancouver, B.C.; George C. Rooke, C.A., 

‘Regina, Sask.; James B. ‘Sutherland, C.A., Calgary, Alta.; Robert A. 
Macintyre, C.A., St. John, N.B. 
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The objects as set forth in the charter are:— 

(a) To provide an organization for accountants specially inter- 

ested in cost accounts and system, and to promote and increase by 

all lawful means the knowledge, skill and proficiency of its members 

in all things relating to cost accounting, factory organization and 

accounting systems. | 

(b) To promote and foster in commercial circles a higher sense 

of the importance of systematic cost accounting. 

(c) To establish and conduct classes, lectures, bulletins, corre- 

spondence courses and other instructional means to the attainment 

of the aforementioned ends and objects. 

Accompanying the application for incorporation, there was sub- 
mitted a Memorandum of Agreement, embodying a preliminary set 

of by-laws for the purpose of administering the affairs of the Society. 

These by-laws were ‘approved by the Secretary of State, and have, 

therefore, become binding upon the Society for the time being. These 

by-laws are as follows:— 

1. Any person resident in Canada, being a member in capa 

standing of any public body of accountants incorporated under the 

authority of the Legislature of any Province of Canada, and any 

other person, resident in Canada, being of the full age of twenty-one 

years, and certified by his employer or two other reputable persons 

to be occupied in an accounting capacity, may, upon application to 

the Board, be admitted a member of the Society. 

2. The fee for membership in the Society shall be five dollars 
per annum, payable in advance. In the case of a member elected after 

the expiration of the first six months of any annual period, the nee 

for the balance thereof shall be three dollars. 

3. Any member who shall fail to make payment of his ee 

fee within two months of the date fixed for the payment shall be 

deemed to have thereby terminated his membership. _ 

4, The affairs of the Society shall be managed by a board of 
trustees, which shall consist of:— 

(a) Not less than ten or more than fifteen members of the 

Society, who shall be elected by the members at the Annual Meeting 

of the Society; and 3 

(b) A representative from and elected annually by each public 

body of accountants incorporated as aforesaid; but such represen- 

tatives shall also be members of the Society. Seven Trustees shall 
be a quorum for the transaction of business. 

5. The Trustees shall, at their first meeting after such election, 

elect from amongst their number a Chairman, two Vice-Chairmen 
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and a Secretary-Treasurer; and may also, from time to time, appoint 

such other officers as the business of the Society shall render ex- 

pedient, and determine their duties and remuneration. 

6. Notice of the time and place for holding a general meeting 

of the Society shall be given at least fourteen days previously to 

the time in such notice specified for such meeting, in some news- 

paper published in the place where the head office or chief place of 

business of the Society is situate. At all general meetings of the 

Society, every member shall be entitled to one vote, and such vote 

may be given in person or by proxy if such proxy is himself a mem- 

ber; provided that no member shall be entitled either in person or by 

proxy, to vote at any meeting unless he has paid all fees then pay- 

able by him. All questions proposed for the consideration of the 

members at such meetings shall be determined by the majority of 

votes, and the Chairman presiding at such meetings shall have the 

casting vote in case of an equality of votes. 4 

7. At the Annual Meeting in each year, two auditors shall be 

elected by the members from among their number. 

8. The Society shall have a corporate seal. An impression of 

the corporate seal, certified by the Chairman, the Vice-Chairman and 

the Secretary-Treasurer, or any two of them, shall be binding upon 

the Society, but the officers so certifying shall be personally account- 

able to the Trustees and the Society for the due and proper exercise 

of such authority. 

9. All cheques or other negotiable instruments not requiring 

the use of the corporate seal shall be signed by the Chairman, or a 

Vice-Chairman, and by the Secretary-Treasurer or other officer desig- 

nated by the Trustees. 

10. The Trustees may, from time to time, repeal, amend or re- 

enact by-laws of the Society, but every such by-law and every re- 

peal, amendment or re-enactment thereof, unless in the meantime 

confirmed at a general meeting of the Society, duly called for that 

purpose, shall only have force until the next Annual Meeting of the 

Society, and in default of confirmation thereat, shall, at and from 

that time, cease to have force; provided, however, that no such re- 

peal, amendment or re-enactment thereof shall have any force or 

effect whatever until approved by the Secretary of State in accord- 

ance with Sub-section 4 of Section 7A of the Companies Act. 

For the purpose of carrying on the preliminary work of the So- 

ciety until a suitable time arrived for holding a general meeting, the 

foundation members have admitted to membership a number of 
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Chartered Accountants, and have exercised the right of electing them 

trustees under by-law 4 (a). The full Board of Trustees, as thus 

constituted, is at the present time engaged in formulating plans for 

the development of the work of the Society. 

It is proposed that the first general meeting shall be held at the 

conclusion of the programme for the forthcoming convention of the 

Dominion Association of Chartered Accountants, which is to be held 

in Toronto on the 14th, 15th and 16th of September. Under the 

provision of by-law 1 any member of a Canadian body of Chartered 

Accountants may apply to the trustees to be admitted to membership, 

and it is hoped that this privilege will be generally exercised. It 

is important at the outset that the Society should have the general 

support of Chartered Accountants, not alone for developing the 

legitimate activities of such a body, but for the purpose also of 

giving it that degree of financial support which would enable these 

activities to be energetically carried on. ' 

The concensus of opinion amongst the Trustees is that the work 
of the Canadian Society of Cost Accountants should be educational 

in a large degree; the membership should be open to anyone inter- 

ested in the subject of cost accounting, in the sense that his occupa- 

tion includes a study of such questions for the benefit of his em- 

ployer’s business. The educational campaign could be carried on in a 

variety of ways, including the publication of selected articles upon 

the subject of Cost Accounting and the formation of local societies 

and classes. It has been suggested that a favorable opportunity is 

thus presented for the further development of the official publication 

of the Dominion Association of Chartered Accountants, “The Can- — 

adian Chartered Accountant,” by including in its pages a depart- 

ment devoted to the subject of Cost Accounting and making it a 

monthly publication instead of a quarterly as at present, it being 

estimated that the largely increased circulation amongst the members 

of the Cost Accountant Society would make this development 

profitable. 

The Trustees have appointed Mr. W. J. Valleau, Continental Life 

Building, Toronto, Ont., Secretary-Treasurer pro tem, and any further 

inquiries or applications for membership should be directed to him. 

Chartered Accountants everywhere are invited to give the subject 

serious thought, and come to the Dominion Association Convention 

in September prepared for a discussion of how best the work of the 

Canadian Society of Cost Accountants can be developed and carried on. 
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INCOME TAX AMENDMENT 

INCOME TAX AMENDMENT, 1920 

An Act to Amend the Income War Tax Act, 1917 

BILL 158 

IS Majesty, by and with the advice and consent of the 1917, ¢. 28; 
Senate and House of Commons of Canada, enacts as 191s, . 
follows :— 

1. Section two of The Income War Tax Act, 1917, Definitions. 

chapter twenty-eight of the statutes of 1917, as amended by 

chapter fifty-five of the statutes of 1919, is amended by 

adding the following paragraph thereto:— 

“(1) ‘Dividends’ shall include stock dividends.” “Dividends.” 

2. Paragraph (f) of subsection one of section three 

of the said Act, as enacted by chapter fifty-five of the 

statutes of 1919, is hereby amended by adding thereto the 

following words:— 

“and the Minister shall have power to detonating what Determina- 

deficits or losses sustained in transactions entered into j\io‘ana 
_ for profit are connected with the chief business, trade, !sse- 

profession or occupation of the taxpayer, and his deci- 

sion shall be final and conclusive.” 

3. Subsection five of section three of the said Act, as 

enacted by chapter fifty-five of the statutes of 1919, is hereby 

repealed and the following is substituted therefor:— 

“(5) Dividends declared or shareholders’ bonuses Dividends or 

voted after the thirty-first day of December, one prancholders 
thousand nine hundred and nineteen, shall be taxable 

income of the taxpayer in the year in which they are 

paid or distributed.” 

4. Subsection six of section three of the said Act, as 

enacted by chapter fifty-five of the statutes of 1919, is 

hereby repealed and the following is substituted therefor:— 

“(6) The income, for any taxation period, of a bene- Income from 

ficiary of any estate or trust of whatsoever nature shall pelicans 
be deemed to include all income accruing to the credit ™ ‘s+ 
of the taxpayer whether received by him or not during 

such taxation period. Income accumulating in trust 
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Patriotic and 
Red Cross 
funds. 

Income tax 
and persons 
liable thereto. 

Five per 
cent. added 
to tax and 
surtax on 

incomes of 
$5,000 or 
more. 

‘ 

for the benefit of unascertained persons, or of persons 

with contingent interests shall be taxable in the hands 

of the trustees or other like persons acting in a fidu- 

ciary capacity, as if such income were the income of an 

unmarried person.” 

5. Paragraph (c) of subsection one of section three of 

the said Act is hereby repealed. 

6. Subsection one of section four of the said Act, as 

enacted by section three of chapter fifty-five of the statutes 

of 1919, is hereby amended by striking out all that part of 
the said subsection down to and including the word 

“Canada” at the end of the sixth line thereof and api 

tuting the following :— 

“4. (1) There shall be assessed, levied and paid upon 

the income during the preceding year of every person,— 

(i) residing or ordinarily resident in Canada; or, 

(ii) who remains in Canada during any calendar 

year for a period or periods equal to one hundred 

and eighty-three days; or, 

(iii) who is employed in Canada; or, 

(iv) who, not being a resident of Canada, is carry- 

ing on business in Canada; or, 

(v) who, not being a resident of Canada, derives 

income for services rendered in Canada, to any person 

resident or carrying on business in Canada but only 

upon that portion of the income so earned by such 

non-resident.” 

7. Section four of the said Act, as amended by chapter 

fifty-five of the statutes of 1919, is amended by inserting the 

following subsection immediately after subsection two 

thereof :— 

“(2a) The several taxes and surtaxes prescribed by 

subsections one and two of this section are hereby increased 

by the addition of five per centum of the amount of each of 

the said taxes and surtaxes payable with respect to any 

taxable income of five thousand dollars or more for the 

calendar year one thousand nine hundred and nineteen, or 

any taxable income of five thousand dollars or more for 

accounting periods ending in the year nineteen hundred and 
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nineteen, as the case may be, and for each calendar year or 

accounting period thereafter.” 

8. Subsection three of section four of the said Act, as Partnerships. 

amended by subsection two of section three of chapter fifty- 

five of the statutes of 1919, is hereby amended by striking 

out the words “of his” in the seventh line thereof and in- 

serting in lieu thereof the following :— 

“and have the tax computed upon the” oe and 

9. (1) Paragraph (j) of section five of the said Act aoa ty 

is hereby repealed 

(2) Paragraph (1), as added to section five by chapter Income from 

fifty-five of the statutes of 1919, is hereby amended by strik- —— 

' ing out the words “income derived from” in the first line 
and the words “the income derived from” in the sixth line 

of the said paragraph. 

10. (1) Section seven of the said Act as amended by 

chapter fifty-five of the statutes of 1919, is further amended 

by adding thereto the following subsections :— 

“(7) Every person liable to pay any tax or surtax under One-quarter 

this Act shall send with the return of the income upon ‘* *% Pe, 
which such tax and surtax is payable not less than one- de ol age 

quarter of the amount of such tax and surtax, and may pay be paid by 

the balance, if any, of such tax and surtax in not more than ay germ 

three equal bimonthly instalments thereafter, together with 

interest at the rate of six per centum per annum upon each 

instalment from the last day prescribed for making such 

return to the time payment is made. 

: Penalties “(8) Any person liable to pay any tax or surtax under Peep si wl 

this Act who, in the return of the income liable to taxation, stating true 

makes a return in which he states the income to be less reg naan 2 

than the true amount shall pay to His Majesty the additional 

amount of tax and surtax due on the income omitted from 

his return and, in addition, interest at the rate of ten per 
centum per annum upon such amount from the last day pre- 

scribed for making such return until the same is paid.” 
If the amount of the income omitted from his return From 10 to 

under 20 per 
exceeds ten per centum of the correct income but is under cent. 

twenty per centum of the same, such person shall pay to 

His Majesty an additional amount equal to one-half of the Fro™ Pye 
amount of such deficiency, and, if the deficiency amounts ce™* 
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to twenty per centum or more of the correct income, such 

person shall pay to His Majesty an additional amount equal 

to the amount of such deficiency. 

Penalties are Penalties herein are additional penalties and not in lieu 

additional. Gf any penalty that may be imposed under subsection two 
of section nine of the said Act. 

bid reagent “(9) In cases wherein trustees in bankruptcy, assignees, 
eps gee liquidators, curators, receivers, administrators, heirs, exe- 

assent? wat cutors and such other like persons or legal representatives 

before dis- are administering, managing, winding-up, controlling, or 

tribution. ~~ otherwise dealing with the property, business or estate of 
any person who has not made a return for any taxable 

period or for any portion of a taxable period for which such 

person was required to make a return in accordance with 

the provisions of the Act, they shall make such return and 

shall pay any tax and surtax and interest and penalties 

assessed and levied with respect thereto before making any 

distribution of the said property, business or estate. 

ae “(10) Trustees in bankruptcy, assignees, administrators, 

executors, | executors and other like persons, before distributing any 

oe heat assets under their control shall obtain a certificate from the 

perce are Minister certifying that no unpaid assessment of income 

paid before tax, surtax, interest and penalties properly chargeable 
distribution. 

against the person, property, business or estate, as the case 

may be, remains outstanding. Distribution without such 

certificate shall render the trustees in bankruptcy, assignees, 

administrators, executors and other like persons personally 

liable for the tax, surtax, interest and penalties. — 

range clear “(11) Every agent, trustee or person who collects or 

malaotee: Soe receives, or is in any way in possession or control of income 

for or on behalf of a person who is resident outside of 

Canada, shall make a return of such income, and, in case 

of default by such non-resident of the payment of any tax 

payable, shall, on being so notified by the Minister, deduct 

the amount of such tax from either the income or other 

assets of such non-resident in his hands and pay the same 

to the Minister. 

Refund of “(12) The returns received by the Minister shall be 

panna with all due despatch checked and examined, and in all 
payments. 

: cases where such examination discloses that an overpayment 

has been made by a taxpayer the Minister shall make a 
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refund of the amount so overpaid by such taxpayer, except 

in cases where any instalment or instalments are either due 

or falling due by such taxpayer, when the amount of the 

Overpayment shall be applied on such instalment or instal- 

ments and notice of said action given such taxpayer accom- 

panied by the payment of the balance, if any, of the amount 

overpaid.” , 

11. Subsection one of section eight of the said Act is 

hereby repealed and the following is substituted therefor:— 

“8. (1) If the Minister, in order to enable him to make Demand for 

an assessment or for any other purpose, desires any in- ‘formation. 

formation or additional information or a return from any 

person who has not made a return, or a complete return, 

he may by registered letter demand from such person such 

information, additional information or return, and such per- 

son shall deliver to the Minister such information, additional 

information or return within thirty days from the date of 

mailing of such registered letter. For the purpose of any Compliance 

proceedings taken under this Act, the facts necessary to wih Aol 

establish compliance on the part of the Minister with the rl sabe, cf 

provisions of this section as well as default hereunder shall 

be sufficiently proved in any court of law by the affidavit 

of the Commissioner of Taxation or any other responsible 

officer of the Department of Finance. Such affidavit shall 
have attached thereto as an exhibit a copy or duplicate of 

the said letter.” 

12. Subsection two of section eight of the said Act is Pveceiieaaa of 

hereby amended by inserting after the figure (2) the letter books, ete., 
by person, or 

a 
v 

£ 
i. 
4 

- iF 

- 

¢ 

vd 

: 
7 
5 
. 

: 
‘ : 
i 

’ 

“ae 

(a) and adding the following paragraphs :— agent or 

“(b) The Minister may require and demand the pro- sera hot 
payable by duction, or the production on oath, by any person, or by Pon 

his agent, or officer, of any letters, accounts, invoices, state- 

ments financial or otherwise, books or other documents, held 

by such person, agent or officer, for the purpose of arriving 

at the tax believed to be payable by any other person, and 

the same shall be produced within thirty days from the date 

of mailing of such demand.” 

“(c) Every person who, in whatever capacity acting, is acing 2 
in receipt of any money, thing of value, or of profits, or money, ete., 

of another, to 
gains arising from any source, of or belonging to any other produce _ 

person shall, when required to do so by notice from the one i 
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Default 
in making 
returns. 

Penalties for 
short pay- 
ments or not 

making pay- 
ments. 

Notice of 
assessment. 

Payment of 
additional 
amounts 

found to be 
due. 

Demand for 
Payment if 
taxpayer is 
leaving 
Canada. 

Minister prepare and deliver to the Minister any informa- 

tion required, within thirty days, from the date of the mail- 

ing of such notice.” 

13. Subsection one of section nine of the said Act is 
hereby amended by striking out the words “the taxpayer and 

also the person or persons required to make a return” and 

substituting therefore the following “the persons in default.” 

14. Subsection one of section ten of the said Act as 

enacted by subsection one of section eight of chapter fifty- 

five of the statutes of 1919, is hereby repealed and the fol- 

lowing is substituted therefor:— 

“10. (1) If the taxpayer pays as any instalment less 

than one quarter of the tax as estimated by him or should 

he fail to make any payment at the time of filing his return 

or at the time when any instalment should be paid, he shall 

pay in addition to all other penalties a penalty of five 

dollars or one-quarter of the amount of the tax unpaid, 

whichever is the greater.” 

After examination of the taxpayer’s return, the Minister 

shall send a notice of assessment to the taxpayer, verifying 

or altering the amount of the tax as estimated by him in 

his return. Any additional tax found due over the estimated 

amount shall be paid within thirty days from the date of 

the mailing of the notice of assessment. If the additional 

amount is not paid within the said thirty days, then the 

taxpayer shall pay a penalty of five dollars or one-quarter 

of the amount unpaid, whichever is the greater. 

“(2) The Minister, if he suspects that the taxpayer is 

about to leave Canada, may, for that or any other reason, 

_by registered letter addressed to the taxpayer, demand pay- 

- ment of all taxes, penalties and accrued interest for which 

Seizure of 
goods upon 
non-payment. 

Certificate 
to authorize 
seizure. 

the taxpayer is liable, and the same shall be paid within ten 

days from the date of mailing of such registered letter, 

notwithstanding any other provisions in this Act contained. 

Non-payment of the said tax within the specified time shall 

render the goods of the taxpayer liable to seizure by the 

sheriff of the city, county or district in which the goods 

of the taxpayer are situate. A certificate of non-compliance, 

with any such demand signed by the Commissioner of Taxa- 

tion setting forth the particulars of the demand and placed 
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in the hands of the sheriff, shall be sufficient authority for 

him to seize sufficient of the goods of the taxpayer to meet 

the said demand. 

The sale of such goods and the disposition of the monies gale. 

realized shall be conducted in the manner prescribed by the 

law of the province in which the goods are situate as if the 

seizure were made under a writ of execution issued out of 

the Superior Court of the said province.” 

15. Section twenty-four of the said Act is hereby peepee es 

amended by striking out the words “as provided by the Act” for calendar 

and substituting therefor “except as otherwise provided in er 

the Act.” 

16. (1) Section one, two, four, eight, eleven, twelve, Retroactive 

thirteen and fifteen of this Act shall be deemed to have Snti‘ne of 
come into force at the commencement of the nineteen hun- “* 4** 

dred and seventeen taxation periods. 

(2) Subsections nine, ten and eleven of section ten of 

this Act shall be deemed to have come into force at the 

commencement of the nineteen hundred and eighteen taxa- 

tion periods. 

(3) Sections six, seven, subsection two of section nine 

and subsection two of section fourteen shall be deemed to 

have come into force at the commencement of the nineteen 

hundred and nineteen taxation periods. 

(4) Section three shall come into force on the first day 

of January, nineteen hundred and twenty-one. 

(5) All other provisions of this Act shall be deemed to 

have come into force at the commencement of the nineteen 

hundred and twenty taxation periods. 
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BUSINESS PROFITS TAX AMENDMENT, 1920 

An Act to Amend the Business Profits War Tax Act, 1916 

1916, c. 11; 
2017, ¢.. 6; 
1918, ¢ 
1919, ¢ 

Amount of 
tax changed. 

Tax on 
business 
where capital 
from $25,000 
to under 
$50,000. 

BILL 157 

IS Majesty, by and with the advice and consent of the 

Senate and House of Commons of Canada, enacts as 

follows :— 

1. Section three of The Business Profits War Tax Act, 

1916, chapter eleven of the statutes of 1916, is amended 

by adding thereto the following subsections:— 

“(2) The profits earned in any business during any 

accounting period ending in the year nineteen hundred and 

twenty which do not exceed ten per centum per annum 

upon the capital employed in such business shall be exempt 

from the tax prescribed by this Act; 

* “Upon any such profits exceeding ten per centum per 

annum and not exceeding fifteen per centum per annum 

upon the capital employed, there shall be paid a tax equal 

to twenty per centum of such profits; : 

“Upon any such profits exceeding fifteen per centum per 

annum and not exceeding twenty per centum per annum 

upon the capital employed, there shall be paid a tax equal 

to thirty per centum of such profits; 

“Upon any such profits exceeding twenty per centum 

per annum and not exceeding thirty per centum per annum 

upon the capital employed, there shall be paid a tax equal 

to fifty per centum of such profits; 

“Upon any such profits exceeding thirty per centum per 

annum upon the capital employed, there shall be paid a 

tax equal to sixty per centum of such profits. 

“(3) In any business with a capital of not less than 

twenty-five thousand dollars and under fifty thousand 

dollars, a tax shall be :paid of twenty per centum of the 

amount by which the profits earned during any accounting 

period ending in the year nineteen hundred and twenty in 

such business exceeds ten per centum per annum. 
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BUSINESS PROFITS TAX AMENDMENT 

“(4) The rates of taxation set forth in section three of Tax for 1917 
and 1918 on 

this Act, as amended by chapter six of the statutes of 1917, business in- 
shall apply in respect of the profits earned in any accounting — aa 

period ending in the years nineteen hundred and seventeen, — opp 

nineteen hundred and eighteen and nineteen hundred and 

nineteen by any business liable to taxation under this Act 

having a capital of less than fifty thousand dollars, if twenty 

per centum or more of such profits have been derived from 

the manufacture or dealing in munitions of war or materials 

or supplies of any kind for war purposes.” 

2. Section twenty-six of the said Act, as enacted by yprgpenraed Pa 
chapter thirty-nine of the statutes of 1919, is amended by for another 

substituting the word “twenty” for the word “nineteen” in aa 

the third line thereof, and by substituting the word “seventy- 

two” for the word “sixty” in the fourth line of the first 

proviso in the said section. 

3. Section seven of the said Act is amended by adding Capital in 
case of merger 

the following subsection thereto :— of companies. 

“(6) In the case of two or more incorporated com- 

panies merged or consolidated at any time after the first 

day of January, nineteen hundred and sixteen, for the pur- 

poses of this Act the capital employed in the business of the 

company into which such other company or companies are 

merged or consolidated, or of the company created on such 

merger or consolidation, shall not exceed the capital of the 

companies so merged or consolidated as the same existed 

before such merger or consolidation together with any ad- 

ditional capital that may have been invested in such busi- 

ness in cash at the time of such merger or consolidation or 

thereafter.” 
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THE 
CANADIAN CHARTERED ACCOUNTANT 

PUBLISHED QUARTERLY UNDER THE AUSPICES OF THE 
DOMINION ASSOCIATION OF CHARTERED ACCOUNTANTS 

Subscription $1.00 per annum in advance. 

The Publication Committee will be pleased to receive contributions on 
subjects of interest. Papers which may not be deemed suitable will be 
returned, if desired. 

All communications to be addressed to “The Canadian Chartered 
Accountant,” 518 Continental Life Building, Toronto, Ont. 

NEW BANKRUPTCY ACT 

HE Bankruptcy Act passed in 1919 came into force on the 

first of July under the provision of a proclamation issued in 

January last. There are several new and important features 

in the Act which is believed to be the most advanced insolvency 

legislation on the continent. Some amendments, which consideration 

of the Act during the last year showed to be necessary, were made 

at the session just prorogued. The rules, which contain very import- 

ant provisions respecting the carrying out of the Act, have recently 

been passed by the Governor-General-in-Council. 

These rules were first printed in draft form and circulated 

amongst the judges, members of the legal profession and chartered 

accountants throughout Canada. They were carefully considered by 
Mr. Justice Middleton, of the Ontario Bench, and Mr. Justice Mae- 

lennan, of the Montreal Bench, and also by representatives of several 

bar associations. The Act, amendment and rules are now in the 

hands of the distribution branch of the Printing Bureau, and may be 

obtained upon application. 

All accountants whether they intend to practise under the Act 

or not, should make themselves familiar with its provisions. 

INCOME AND BUSINESS PROFITS 

Amendments to the Income War Tax Act, 1917, and the Business 

Profits War Tax Act, 1916, passed at the session just closed, are 

published in this issue. 
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COST ACCOUNTANTS SOCIETY 

HE Canadian Society of Cost Accountants, particulars of which 

corporation will be found in another part of this issue, is not 

intended to be a professional society, but is based upon a 

foundation broad enough to include every accountant who has a 

genuine interest in cost work, systems and organization. The work- 

ing plans are being developed and an active, helpful, growing organi- 

zation is looked for. The First Annual Meeting will be held at Tor- 
onto during the Dominion Association Convention, probably on the 

evening of the 15th of September. The membership fee is Five 

Dollars per year, payable in advance. 

INSTITUTE OF COMPANY SECRETARIES 

CANADIAN branch of the Chartered Institute of Secretaries 

of Joint Stock Companies has been inaugurated, with head- 

quarters in Montreal. The following officers have been 

elected: Chairman, Wm. MacInnes, Norwich Union Fire Insurance 

Society, Ltd.; Vice-Chairman, E. R. Whitrod, “Star” Publishing Co., 

Ltd.; honorary treasurer, H. J. Williams, Harrisons and Crosfield, 

Ltd.; honorary secretary, J. W. Benson, Canadian Import Co. The 

examinations for the professional membership of the institute are 

held at McGill University, and embrace mercantile law, company 

law, economics, secretarial practice, accounting and certain optional 

subjects relating more particularly to the special phase of secretarial 

activity to which a candidate is engaged. 

PERSONAL 

Members of the profession will learn with pleasure that Sir 

George Alexander Touche, senior partner of Messrs. George A. Touche 

& Co., Chartered Accountants, was created a Baronet in the last 

‘King’s birthday honors. 

ANNOUNCEMENTS 

Messrs. Touche, Niven & Co. desire to announce the removal of 

their New York office from 30 Broad Street to 42 Broadway. 

Messrs. Nash & Nash, Chartered Accountants, Edmonton, an- 

nounce the removal of their office to 603 Tegler Building. 
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Messrs. George L. Blatch and Richard H. Bounsall, practising 

under the firm name of George L. Blatch & Co., and Mr. Herbert S. 

Bates announce that their offices are now amalgamated and their 

practice will be continued in the Sparks Chambers, Ottawa, under 

the firm name of Blatch, Bates and Company, dating from the first of 
June. 

Mr. T. Percy Hill, C.A., has entered into partnership with Mr. 

J. E. Crawford, C.A., of Fort William. The new firm will practice 

under the firm name of Crawford, Hill & Co., with offices in the 

Cuthbertson Block,. Fort William. 

Messrs. Clarke, Houston & Co., Chartered Accountants, 32 Church 

Street, Toronto, announce that they have opened an office at 809 

Bank of Hamilton Building, Hamilton, from which their pec 

business will be conducted. 

Messrs. MacKay, Irons & Co., Chartered Accountants, New York, 

intimate the removal of their office to 29 Broadway, New York, the 

practice to continue under the management of the resident partners, 

Messrs. Wright and Gray. 
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COMMUNICATIONS 

The Editor, Canadian Chartered Accountant, Toronto: 

Sir,—It appears to have become the practice of many firms of 

Accountants to make what is called a “Balance Sheet Audit,” and, 

with due respect to such firms and their judgment, I venture to sug- 
gest that it would be desirable to have a full discussion in the 

columns of your journal as to what his term exactly means, and what 

responsibility and risk (if any) attaches to the auditor making such 

audit. 

To the lay mind the term “Balance Sheet Audit’ conveys no 

special meaning. The public believes that it is the auditor’s duty to 

auidt the balance sheet, and that in doing so he has satisfied himself 

as to the correctness of all the figures contained therein, and that, 

so far as he is able to ascertain, no facts or figures which should have 

been stated therein have been omitted. 

The question arises, Does such an audit enable the auditor to 

take cognizance of accounts that should have been included and have 

not been included? Take, for example, the liabilities. Those, as stated 

on the books, can be verified by obtaining confirmations from firms 

whose names appear on the books, but such a method does not bring 

to light liabilities to firms whose names do not so appear. 

Again, there is a question of defalcations. Of course, in ex- 

- amining accounts with a view to finding out where defalcations had 

taken place, the procedure adopted would involve considerably more 

examination of detail than an ordinary audit, but in making a full 

auidt of the accounts misfeasances would be brought to light which, 

in the so-called Balance Sheet Audit, might not, I think, be discovered. 

I do not propose to take up too much of your space by discussing 

this matter at length, and possibly the points I have suggested have 

been taken into account and provided for, but it would be of value, 

I think, to many accountants to have the opinions of others on these 

points. 

Yours faithfully, 

F. R. KEsTIN, C.A. 

Vancouver, B.C., May 29th, 1920. 
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THE INSTITUTE OF 3 

CHARTERED ACCOUNTANTS OF ONTARIO 

WR 
aN 

(Incorporated 1883.) 

R. J. Dilworth, President. Arnold Morphy, Secretary. 

W. J. Valleau, Registrar. 

The Institute examinations were held on the 26th, 27th and 

28th of May, at which 28 Final, 36 Intermediate and 111 Primary — 

candidates wrote; 18 Final, 20 Intermediate and 67 Primary being 

successful. Following is a list of the candidates passing and the 

scholarships awarded:— 

Final Examination—Arthur Arnold, W. K. Colin Campbell, H. 

Austin Cullen, John M. Edwards, David H. M. Farish, Thomas B. 

Godfrey, Russel R. Grant, Walter A. Lorimer, Kris A. Mapp, Harry 

S. Merson, W. C. Metherell, C. M. McClean, W. S. Pirie, John F. 

Robins, H. A. Shiach, James S. Smith, Archibald H. Todd, William 

H. Willis. 

Intermediate Examination.—H. G. Leigh Bennett, Eric J. Black, 

H. A. Brokenshire, John S. Cowing, Howard M. Doyle, Gordon C. 

Ferrie, Norman K. Fredenburg, Thomas James, Alfred E. Keen, 

Douglas J. Lawrie, William E. McBain, George D. McLeod, Samuel 

E. Parker, C. A. Patterson, E. J. Pugh, Stuart P. Reesor, J. E. L. 

Smith, Arthur C. Thompson, E. W. Vanstone, Robert Wilkinson. 

Primary Examination—W. W. Allison, M. L. Ashmore, A. W. 

Bell, Frank Bell, W. R. Best, D. F. Bissonnette, F. H. Black, J. A. V. 

Bourne, A. Roy Brown, Gordon B. Brown, H. A. Calvin, Jr., W. A. 

Cameron, T. Miller Chase, Gordon E. Chidley, Philip T. Clark, J. 

Drummond Code, J. Stuart Crawford, Fred. R. Crocombe, C. S&S. 

Davies, Russell T. Davis, Clifford J. Dick, Robert Donellan, Gordon 

A. Douglas, Martin Dunsford, Jno. Entwistle, W. Gordon Firstbrook, 

Gilbert H. Forster, Eric Fricker, Albert V. Gibbons, Henry Glover, 

Kirby M. Goodings, F. Howard Gray, Elmer W. Harper, Henry A. 

Hopkins, A: Douglas Hume, A. M. Hunt, Alan W. Jackson, Edwin A. 

Jarrett, Henry N. Jordan, George F. Leaver, Norman D. Mackay, 

H. V. Martin, N. J. Meagher, Gordon T. Miles, A. M. Munro, C. G. 
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PROVINCIAL SOcIETIES, LOCAL NEWS 

4 McConnell, James R. Neff, Gerald Y. Ormsby, Alan E. Phin, Harold 

Pinnock, Lawrence S. Ryan, H. Sanderson, W. H. Saunders, Eric 

D. Seott, Henry Sedgwick, Cecil W. Sime, W. M. Sinclair, Geoffray 

L. Smith, D. R. Scrigley, H. U. Steele, R. A. Stephenson, E. W. 

Stronach, H. R. Thompson, A. 8. Tindale, J E Umpherson, Robert S. 

Watson, W. F. Williams. 

Past President’s Scholarships.—Final.—Kris A. er 

Intermediate-—Thomas James. 

Primary.—Hugh A. Steele. 

Institute Scholarships.—Final.—W. K. Colin Campbell. 

Intermediate—Thomas James. 

Primary.—Henry A. Hopkins. 

Mr. Malcolm H. Robinson, F.C.A., of Messrs. George A. Touche 

& Co., owing to removal to Montreal, tendered his resignation as 

First Vice-President and Member of the Council of the Ontario In- 

stitute, which was accepted with much regret. Mr. Robinson’s in- 

terest and active work for the Institute during his residence in 

Toronto was greatly appreciated and his necessary removal is 

deeply regretted. 

The Annual General Meeting of the Institute will be held at the 

Hotel Carls-Rite, Toronto, on Saturday, July 17th, at 10 am. A 

luncheon will be served at the close of the business meeting. 

INSTITUTE OF CHARTERED ACCOUNTANTS 

OF MANITOBA 

li 

(Incorporated 1886.) 

F. C. Gilbert, President. W. J. Spence, Secretary. 

Successful candidates at the examinations recently conducted 

by the University of Manitoba for the Manitoba Institute of 

Chartered Accountants were as follows:—Final.—Alex. Horne, K. 

G. Nairn and B. C. Galbraith, all employed by John Scott & Co. 

The following candidates will have to pass supplemental examina- 

tions in the subjects noted: W. Aitken (J. Scott & Co.), G. M. 
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Neilson (J. Scott & Co.), Bookkeeping and Accounts I and II; L. 
Fageant (Marwick, Mitchell & Co.), Bookkeeping and Accounts Il 

and III; K. G. Stocomb (G. A. Touche & Co.), A. E. Turner (Mar- 

wick, Mitchell & Co.), Bookkeeping and Accounts II. Intermediate:— 

Cawley. Robert (Price, Waterhouse & Co.); Craig, Arthur (Touche 

& Co.); Finnemore, Herbert W. (Cooper & Co.); Patrick, Wm. M. P. 

(Touche & Co.); Towell, Sydney (Ronald Griggs & Co.); Atkinson, 

Bernard V. (Touche & Co.); McCartney, Cecil E. (Touche & Co.); 

Pawlett, Duncan (Riddell, Stead & Co.); Johnson, Frederick (Touche 

& Co.); Mann, Daniel (W. G. Sanburn & Co.); Nairn. K. G. (Scott 

& Co.); Sims, P. W. (Scott & Co.). 

The five intermediate candidates first named passed with honors 

and Messrs. Cawley and Craig tied for the Henderson Medal. Harry 

Sharp, of G. E. Sharp & Co., will be required to pass a supplemental 

in Bookkeeping and Accounts II. K. G. Nairn, who is a returned 

soldier, achieved a notable success, passing supplemental papers in 

the intermediate and making a complete success in the final. 

THE INSTITUTE OF 

CHARTERED ACCOUNTANTS OF 

BRITISH COLUMBIA 

(Incorporated 1905.) 

. Buttar, President. H. D. Christie, Secretary. 

The appeal which has been issued to practising members and 

others for a donation of cash or books has not so far come up to the 

expectations of the Students’ Society Committee, appointed by the 

Council for the purpose of dealing with the matter, and it is to be 

hoped that many more subscriptions may yet be received. Mean- 

time, a number of up-to-date books have been delivered and others 

written for, to the East, London, England, and Scotland. 

The examinations of the Institute were held on the 26th, 27th 

and 28th of May, 1920, the result being as follows:—Intermediate.— 

9 candidates—6 passed. Final—b5 candidates—3 passed. 

Since the last News Letter was issued the following have be- 
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come members of the Institute:—H. J. Paisley, B. W. Milne, C.A. 

(Scotland), L. W. Taylor, A.C.A. (Saskatchewan), L. P. Bowen, H. W. 

George and N. H. Peters. 

A number of our members set out below who went overseas, are 

still at large, and the Secretary would be glad of any information 

from members as to their whereabouts:—Ed. R. Alderson, John C. 

Gillespie, Hilton W. Godby, Thomas K. Hodge, Gerald Leicester, 

James Ross, W. D. Scrimgeour, F. L. Runner. 

Two applications, one from an Anglo-Indian and another from a 

Japanese, which at one time looked active, have now dropped out, 

nothing having developed. The question of admitting such persons 

might be brought up for discussion at the Dominion meeting. 

THE INSTITUTE OF CHARTERED mms Histo 

Rand Fat nts ae 

ACCOUNTANTS OF SASKATCHEWAN 

Coe << poner 

VIN ININ 
Wo 

B. R. Masecar, President. Thomas Lax, Secretary. 

(Incorporated 1908.) 

The 12th Annual Meeting of the Institute was held at the Uni- 

versity of Saskatoon, on Friday, May the 28th, 1920. There being 

present Messrs. Walker, Neilson, Lax, McTavish, Coles, Ferguson, 

Rooke, Thornton, Davis, Mowat, Goldie, Pilkington, Hodge, Godfrey, 

Thompson, Biggs, Oliver, Masecar, Wilson, Lowthian, Crossley, 

Ronald and Dean Ling. 

The President in his address outlined the activities of the 

Council during his term of office, making special reference to en-. 

couragement of students’ societies. He also brought to the notice 

of the members many points for discussion. 

A feature of the day was an address delivered by Mr. Donald 

MacLean, K.C., leader of the opposition in the provincial legislature, 

on the new Bankruptcy Act. Mr. MacLean traced the evolution of 

the insolvency laws from ancient Roman times to the present day 

and showed the importance of maintaining the rights of the debtor, 

the creditor and the state. He also dealt fully with the practical 

administration of the new Act. 
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Uniformity of standards and reciprocal relations between the 
Chartered Accountants organizations of the various provinces were 
thoroughly discussed. The Institute accepted the recommendations 
of the Dominion Association in respect to standards without any 
material alterations. As a matter of fact this Institute was found to 

stand quite high in the matter of educational standards, and only a 

few minor changes were necessary. 

Taxation during the past few years has become one of the big 

problems in connection with the practise of the profession. Plans 

for the establishment of a clearing house of information on this sub- 

ject among chartered accountants will make them the best informed 

body on federal taxation in the province. 

A joint committee from the institute and university are prepar- 

ing a revised schedule of examination subjects, also a pamphlet con- 

taining all the necessary statute law in connection therewith. The 

latter will, no doubt, prove a great boon to the students. The insti- 

tute voted funds for this work and additions to the library totalling 

$250. 

Mr. Rooke as the representative of the Institute on the new 

Society of Cost Accountants, reported as to the aims and objects. It 

was felt that this body will fill a long-felt want. 

The new legislation regulating tht auditing of municipalities was 

heartily endorsed and a resolution was passed urging similar law 

in respect to towns and villages. This law requires auditors to send 

out verification notices to all persons whom the records show as 

owing taxes at the time of audit. 

The following officers were elected:—President, B. R. Masecar; 

Vice-President, W. E. Hodge; Secretary-Treasurer, Thomas Lax; 

Councillors, F. J. Pilkington, G. C. Rooke, C. E. Walker, D. Mowat 

and J. Neilson; Auditor, R. E. Davis; Librarian, C. E. Walker; 

representatives at the Dominion Council, G. C. Rooke (one year), 

and B. R. Masecar (two years). 

The results of the Chartered Accountants’ Examinations which 

were written in April at the University of Saskatchewan, have been 

issued by Dean Ling. The list contains the names of the students 

successful in the Primary, Intermediate and Final Examinations, as 

well as those who were granted supplementals. The list is as 

follows:— 

52 

_———- =e 



PROVINCIAL SOcIETIES, LocAL NEWws 

Primary.—Passed—W. C. Webster. 

Intermediate.—Passed—A. A. Armstrong, B. W. W. Bone, G. 

Bing, L. R. Booth, H. H. Bamford, H. R. Clark. H. Clements, E. C. 

Holtby, R. H. Hall, W. J. Hyde, P. E. Heal, W. A. Jacklin, P. S. 

Kuhn, P. S. Kaffer, E. H. Leard, T. H. Moffet, A. Manson, C. H. G. 

Mann, E. Plant, S. A. Pridham, S. G. Thom, G. Weir. 

Final.—Passed—W. H. Briggs, J. D. Dawson, A. G. Deserres, 

F, V. Ferguson, W. W. Gladwell, L. Jacobs, W. Longridge, D. A. Mac- 

donald, F. H. H. Smith, J. W. Smith. 

Supplementals were granted as follows:— 

Intermediate—T. B. Ferguson (Statute Law), C. E. Lami 

(Statute Law), J. Merrick (Arithmetic), W. T. Scott (Statute Law), 

M. C. Tomlinson (Statute Law). 

Final.—_W. O’Neil (Economics), H. T. Ross (Economics), W. J. 

Weston (Company Law). 

In connection with the Scholarships offered annually by the 

Institute the following recommendations have been made by the 

Chairman of the University Board of Examiners to the President. 

Primary.—No award. Intermediate—lst, A. Mason, Regina; 2nd, 

A. A. Armstrong, Moose Jaw. These Scholarships are payable in 

accounting books or tuition fees. 

A successful windup to the activities of the Regina Accountancy 

Students’ Association for the season took the form of a banquet to 

which all speakers at the meetings were the invited guests. Among 

the speakers were the President of the Institute, G. R. Dolan, 

Principal of the Collegiate Institute, G. C. Rooke, F. J. Wilson and 

others. 

Owing to the employment by the Federal Government of Am- 

erican expert accountants and efficiency engineers to reorganize 

the Post Office and Customs Departments, the Council of the In- 
stitute sent the following telegram of protest to the Prime Minister 

and the Western Representative in the Cabinet, Hon. J. A. Calder:— 

“The Council of the Institute of Chartered Accountants of Sas- 

katechewan protests strongly against the employment of American 

expert accountants and efficiency engineers to reorganize Post Office 

and Customs Departments, believing that this work can be done as 

effectively by Canadian firms.” 

53 



THE CANADIAN CHARTERED ACCOUNTANT 

THE INSTITUTE OF CHARTERED 

ACCOUNTANTS OF ALBERTA. 
EO 

== EU 

RAWWaAs <u =n 

igh 

a 
<5 { 

Ed. D. C. Thomson, President. Cecil E, Race, Secretary. 

(Incorporated 1910.) 

The regular quarterly meeting of the Council of Chartered Ac- 

countants of Alberta was held in the office of the Secretary at the 

University on Saturday morning, March 27th, 1920, with President 

Sutherland in the chair. 

The principal business of the meeting was to pass upon applica- 

tions for examination. 17 candidates were turned over to the 

University for examination in the Intermediate, and 14 candidates 

for examination in the Final. Two applications, one for the Inter- 

mediate and one for Final were refused because the requirements 

had not been fulfilled. 

The following applications for registration of articles, three in 

number, were approved:—E. S. George, articled with Harry O. 

Patriquin, C.A., Edmonton; David A. Ross, articled with W. H. A. 

Thompson, C.A., Calgary; George M. Findlay, articled with W. H. A. 

Thompson, C.A., Calgary. 

One other application for registration was deferred for further 

information. 

One new member was admitted in the person of William Armour 

Miller, a member of the Institute of Chartered Accountants of Sas- 

katchewan, who has become a resident of Calgary. 

A letter from President Neff, of the D.A.C.A., was presented, 

dealing with the matter of the War Memorial Shield and the 

establishment of an annual prize to be known as the “War Memorial 

Prize.” The Institute is quite in accord with the proposition em- 

bodied in the matter of the shield, although it is fortunate in that all 

its members who served overseas have been able to return. The 

other matter of the Memorial Prize was referred to the Annual Meet- 

ing of the Institute for discussion. Meantime, the cash prizes which 

have been donated for several years to the highest candidate in the 

Intermediate and Final respectively, will continue. 
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a The Calgary Students’ Association turned in $34.25, being 

balance of funds which they had on hand toward the Library 
Fund, to the Institute. 

The Annual Meeting of the Institute of Chartered Accountants 

of Alberta was held in the Senate Chamber of the University Build- 

ings in Edmonton at 2 o’clock on Saturday afternoon, May 22nd, 

1920. President J. B. Sutherland was in the chair, and a good 

representation was in attendance. 

The President’s report showed that there had been a net in- 

crease of eight members to the Institute during the year, bringing 

the total up to 67, of whom all but about a dozen would qualify for 

the D.A.C.A. This report was presented before the results of the 

recent examinations were announced. Eight students had taken out 

articles with various practicing members and registered their articles 

with the Institute. Student associations both in Edmonton and in 

Calgary had been fairly active during the year, and had turned over 

their surplus finances to the Institute for the further purchase of 

books for library purposes. 
The Financial Statement showed a net surplus of $2,010.28, the 

-principal part of which had been invested in Victory Bonds. 

Delegates Sutherland and Race reported to the meeting con- 

cerning the Convention at Winnipeg, and arrangements were made 

to send two delegates to the convention in Ontario during the sum- 

mer. Messrs. J. B. Sutherland and W. H. A. Thompson being the 

representatives elected. A recommendation was sent forward to 

future meetings that the President who is retiring, and the incoming 

President be the representatives in ensuing years to the D.A.C.A. 

It was agreed that special arrangements might be made at any 

time, but the adhering to some such plan as the one suggested would 

provide desirable continuity. The other elections for the following 

year resulted as follows:—President, Ed, D. C. Thomson; Ist Vice- 

President, F. M. Harvey; 2nd Vice-President, M. C. McCannel; 

_ Secretary-Treasurer, C. E. Race; Auditor, H. O. Patriquin; repre- 

‘sentative of the Institute on the Senate of the University, Ed. D. C. 

Thomson. 

A hearty vote of thanks was tendered to the retiring President 

and members of the Council for the efficient manner in which they 

had transacted the business of the past twelve months. 

Some discussion took place with regard to the War Memorial 

: prize suggested at the Winnipeg Convention, to be given in each 

| Institute on the basis of examinations. There was a general feeling 

that the plan did not provide a suitable war memorial, and the In- 
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stitute preferred to continue its present arrangement for the giving 

of prizes to those who stood highest in the Intermediate and Final 

examinations. 

Fifty-seven votes were reported as being either completely or 

substantially in favor of the proposed Tariff of Fees, and it is 

probable that action will be taken shortly to have the Tariff authorized ~ 

by the Lieutenant-Governor-in-Council. 

A proposal that railway fares within the Province be paid to 

members attending Annual Meeting was debated, but it was decided 

that the time was not opportune for putting such an arrangement 

in force. 

A recommendation was carried that annual meetings should 

be held alternately in Edmonton and Calgary. 

Explanation was made by Mr. Sutherland of the recent incor- 

poration of Cost Accountants. 

Committees were appointed to thrash out -the details of Alberta’s 

view concerning the report of the Dominion Committee on Uni- 

formity of Standards. Their report has since been sent in to the 

Dominion Secretary. 

Chas. M. Lang, a charter member of the Institute, who had been 

absent for some years on account of ill-health, has renewed his 

affiliation. He has taken up work with the Department of Agri- 

culture, Government Buildings, Edmonton. ‘ 

The results of the examinations were sent in by the Senate of 

the University, and showed that out of 19 Intermediate candidates— 

8 had passed, 6 had obtained supplementals, and 5 had failed. 

Of the Final candidates there were 13, of whom 4 had passed—6 had 

been granted supplementals, and 3 had failed. The Final candidates 

were received into membership. 

The successful candidates were as follows:— 

Final.—William Norman Downs, James Cottew Thompson with 

honors and prize, Henry Ricardo Symes, Harold G. Forson. 

Intermediate.—W. Donaldson, A. G. Trotman, E. A. Stockwell, 

G. L. Bagnall, S. T. Weaver with honors and prize, L. G. Gaetz, F. 

D. Noble, A. D. Sturrock. 

The following were granted supplementals, having received be- 

low 65% but above 40% on the papers indicated and having a satis- 

factory average on the total:— 
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_ Final.—R. W. Gardner, Advanced Bookkeeping No. 2 and No. 3; 

C. Longmire, Bookkeeping No. 1 and No. 3; A. G. Fry, Bookkeep- 

; No. 1 and No. 3; W. S. Johnston, Bookkeeping No. 1; C. S&S. 

lgour, Bookkeeping No. 1 and No. 3; A. P. McGuigan, Bookkeep- 
4 No. 3 

oe Eatermedinte—A. W. Northover, Mathematics; H. D. Phillips, 
Banking and Bills of Exchange; J. H. Watson, Mathematics and 
Bookkeeping No. 2; G. D. Kinnaird, Mathematics and Bookkeeping 
No. 2; A. West, Mathematics and Bookkeeping No. 1; J. M. Caine, 

RS _ Mathematics and Company Law. 
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Dominion Association of Chartered 
Accountants 

OFFICERS 1919-1920 

PRESIDENT : 

ARTHUR C. NEFF oA Ne Py ee Toronto, Ont. 

VICE-PRESIDENT : 

GEORGE E. WINTER a - es Vancouver, B.C. 

SECRETARY-TREASURER : 

ARNOLD MORPHY, 518 Continental Life Building, Toronto, Ont. 

COUNCIL 

REPRESENTATIVE ELECTED BY 

J. A. GRANT, Montreal, Que. 

JaMES HUTCHISON, Montreal, Que. 

The Association of Accountants in 

Montreal. 

R. J. DiLworTH, Toronto, Ont. 

ARTHUR C. NeFF, Toronto, Ont. 

BRYAN PONTIFEX, Toronto, Ont. 

The Institute of Chartered Ac- 

countants of Ontario. 

JOHN PARTON, Winnipeg, Man. 

F, C, GILBERT, Winnipeg, Man, 
The Institute of Chartered Account- 

ants of Manitoba. 

The Institute of Chartered Ac- 

countants of Nova Scotia. 

GEORGE E,. WINTER, Vancouver, B.C. 

J. HAYDEN YOUNG, Vancouver, B.C. 

The Institute of Chartered Account- 

ants of British Columbia. 

G. C. RooKE, Regina, Sask. 
W. H. A. THompson, Calgary, Alta. 

The Institute of Chartered Account- 

ants of Saskatchewan. 

The Institute of Chartered Account- 

ants of Alberta. 

The Institute of Chartered Recount 

ants of New Brunswick, 

J. B. SUTHERLAND, Calgary, Alta. . 

B. R. MASECAR, Edmonton, Alta 

W. A. Loupown, Fredericton, N.B. .. 
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OFFICIAL LIST OF MEMBERS 

OFFICIAL LIST MEMBERS DOMINION ASSOCIATION OF 

CHARTERED ACCOUNTANTS 

Note.—This list does not contain the names of those members of a Provincial Society 
non-resident in, Canada, By-Law No.1 of the Dominion Association of Chartered Account- 
oe petting ” ‘the membership shall be ifso facto the members in good standing resident 
n Canada,”’ etc. 

The Association of Accountants in Montreal 

APEDAILE, J. L., c/o Price Bros., Quebec. 

BAKER, C. W., 232 St. James Street, Montreal. 

BAKER, E. M., 117 Church Street, Windsor, Ontario. 

BENNETT, E. J., 1528 Bank of Hamilton Building, Toronto. 

BIRNIE, J. G., 232 St. James Street, Montreal. 

BRIMACOMBE, L., 180 St. James Street, Montreal. 

Bropigz, A. B., 608 Dominion Express Building, Montreal. 

BURDEN, G. S., 80 St. Francois Xavier Street, Montreal. 

CAMPBELL, S. R., 142 Notre Dame street West, Montreal. 

Cinq Mars, A., 50 Notre Dame Street West, Montreal. 

CLAGUE, J. A., Sun Life Assurance Company, Montreal. 

CLAPPERTON, H. D., 80 St. Francois Xavier Street, Montreal. 

CoLE, A. W., 157 St. James Street, Montreal, 

CoLE, ERNEST C., 84 Commercial Union Building, Montreal. 

Cross, A., 142 Notre Dame Street West. Montreal. 

CurrIE, G. S., 179 St. James Street, Montreal. 

CUSHING, L., 80 St. Francois Xavier Street, Montreal. 

DAVENPORT, GEO., Room 200, 103 St. Francois Xavier St., Montreal. 

Dowlg, L. A., 10 Adelaide Street East, Toronto. 

DURNFORD, GEO., 189 St. James Street, Montreal. 

Epwarps, H. P., 107 St. James Street, Montreal. 

FERRIE, R., 802 Royal Bank Building, Toronto. 
Fisk, A. K., 703-4 Eastern Townships Bank Building, Montreal. . 

GaGNon, P. A., 316 Quebec Bank Building, Montreal. 

Gowan, A. A., 17 St. John Street, Montreal. 

GRANT, J. A., 142 Notre Dame Street West, Montreal, 

HAINS, JOHN McD., 412 Coristine Building, Montreal. 

Hu, M. S. T., 285 Board of Trade Building, Montreal. 

Hopeson, C. A., 80 St. Francois Xavier Street, Montreal. 

Hopeson, G. W., 511 Power Building, 88 Craig Street West, Montreal, 

Hope, A. E. M., 263 St. James Street, Montreal. 
HuNTER, Go. JR., 80 St. Francois Xavier Street, Montreal. 

HUTCHISON, JAsS., 80 St. Francois Xavier Street, Montreal. 

Hype, JoHN, 304 Merchants Bank Building, Montreal. 

JONES, W. S., 187 McGill Street, Montreal. 
JONES, G. McCarTHY, 854 Lorne Crescent, Montreal. 
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KERR, DAvip §S., 232 St. James Street, Montreal. 

KING, HAROLD, 591 St. Catharines Street West, Montreal. 

KINGAN, G. B., 120 St. James Street, Montreal. 

KENT, L., 180 St. James Street, Montreal. 

L’HEUREvUX, J. A., 296 St. Paul Street West, Montreal. 

LABELLE, J. Z., Riddell, Stead, Graham & Hutchison, 80 St. Francois 

Xavier Street, Montreal. 

LARUE, J. A., 126 Rue St. Pierre, Quebec. 

MACINTOSH, P., 157 St. James Street, Montreal. 

McDONALD, G. C., 179 St. James Street, Montreal. 

McNags, J. C., 201 Royal Trust Building, Montreal, 

Mipctey, H. E., 103 St. Francois Xavier Street, Montreal. 

MILLER, ROBERT, P.O. Box 1723, Montreal. 

MITCHELL, A. F., 69 St. Francois Xavier Street, Montreal. 

MUNDELL, W. J., 27 Alloway Avenue, Winnipeg, Man. 

MurRAY, JR., J. R., 241 Clarke Ave., Westmount, Que. 

PARENTEAU, L. C., 103 St. Francois Xavier Street, Montreal. 

PATERSON, C. A., 157 St. James Street, Montreal. 

PATERSON, JOHN, 80 St. Francois Xavier Street, Montreal. 

PAYNE, GORDON §., 232 St. James Street, Montreal. 

PECKHAM, S. BRITTAIN, 142 Notre Dame Street West, Montreal, 
PEEL, EDWIN, 109 Board of Trade Building, Montreal. 

Piper, H. S. T., 210 Madison Avenue, Montreal. 

PLIMSOLL, A. H., 210 Milton Street, Montreal. 

PROBYN, PERCIVAL, 145 St. James Street, Montreal. 

RATHIE, W. W., 120 St. James Street, Montreal. 

RIDDELL, A. F., 80 St. Francois Xavier Street, Montreal. 

RITCHIE, C. F., 211 MeGill Street, Montreal. 

ROBERTSON, A. S., 128 Bleury Street, Montreal. 

Ross, ALEX. F. C., 142 Notre Dame Street West, Montreal. 

Ross, J. G., 142 Notre Dame Street West, Montreal. 
Ross, JOHN W., 142 Notre Dame Street West, Montreal. 

Ross, R. C., 80 St. Francois Xavier Street, Montreal. 

Scott, GoRDON W., 142 Notre Dame Street West, Montreal. 

SHARP, F. W., 501 Power Building, Montreal. 

SKELTON, C. HAROLD, 703-4 Eastern Townships Bank Building, Mont- 

real. 

SMIBERT, ALFRED, 80 St.- Francois Xavier Street, Montreal. 

SmitH, H. MEREDITH, 180 St. James Street, Montreal. 
Steap, A. C., 80 St. Francois Xavier Street Montreal. 

STEVENSON, A. W., 802 Eastern Townships Bank Building, Montreal, 

STEVENSON, REGINALD C., e/o A. K. Fisk, Skelton & Co., 263 St. James 

St., Montreal. 

TANSLEY, GORDON W., 205 St. James Street, Montreal. 
THOMSON, W. GARTH., 260 St. James Street, Montreal. 
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TRUDEL, EUGENE, 126 St. Peter Street, Quebec, Que. 

_ TURNBULL, F. MARTIN, 501 Power Building, Montreal. 

TURVILLE, FRANK P., 17 St. John Street, Montreal. 

WILson, Rost., Board of Trade Building, Montreal, 
WIitson, W. S., 83 Bank of Ottawa Building, Montreal. 

WuourTELE, E. F., 408 Mappin & Webb Building, Montreal, 

The Institute of Chartered Accountants of Ontario 

Apams, A. W., 386 Toronto Street, Toronto. 
ALLEN LorTus A., 408 Manning Chambers, Toronto. 

ANDERSON, J. DONALD, 303 Board of Trade Building, P. O. Box 95, 

Montreal. 

_ ANDREWs, W. S., 4 Beaumont Road, Toronto. 

_ ARCHER, L. W., 304 Continental Life Building, Toronto. 

7 ARNOLD, ARTHUR, 15 Wellington Street West, Toronto. 

ATKINSON, J. L., Room 21, 10 Adelaide St. East, Toronto. 

BARBER, HENRY, 18 Wellington Street East, Toronto. 

Bates, H. S., 193 Sparks Street, Ottawa. 

BAXTER, P. C., 26 Queen Street East, Toronto. 

Brecc, G. M., 262 Carlton Street, Toronto. 

BENSON, WM. C., Bank of B.N.A., London, Ont. 

BERNER, WALTER G., 708 Continental Life Building, Toronto. 

BLANCHARD, A., 98 Worthington Street West, North Bay. 

BLatTcH, G. L., 193 Sparks Street, Ottawa. 
BOUNSALL, R. H., 193 Sparks Street, Ottawa. 

Brown, J. ALBERT, Athelma Apartments, Toronto. 

BUNNELL, A. K., City Hall, Brantford. 

Burns, R. E., Ontario Chambers, Kingston. 

CALDER, A. G., 6938 Talbot Street, London, Ont. 

CAMPBELL, G. D., 59 Yonge Street, Toronto. 

CAMPBELL, W. K. COLIN, 59 Yonge Street, Toronto. 

CARSWELL, WM., 121 Shearer Street, Montreal. 

CHAMBERLAIN, A. F., 74 Nepean Street, Ottawa. 

CuarRK, T. S., Cobalt, Ont. 

CLARKE, J., 32 Church Street, Toronto. 

CLARKE, J. J., 614 Excelsior Life Building, Toronto, Ont. 

CLARKSON, E. R. C., 15 Wellington Street West, Toronto. 
_ CLARKSON, G. T., 15 Wellington Street West, Toronto. 

Cooper, R. J., 44 Heath Street East, Toronto. 

‘CraiG, W. H., 109 Gore Street, Kingston. 
CRAWFORD, J. E., 109 Cuthertson Block, Fort William. 
CRAWLEY, A. A., 50 Albert Street, Ottawa. 

CRINGAN, J. W., 633 Church Street, Toronto. 

CULLEN, H. AUSTIN, 120 Dowling Avenue, Toronto. 

CUNNINGHAM, G. DE H., 165 Spark Street, Ottawa. 

CUNNINGHAM, J. F., 165 Spark Street, Ottawa. 
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Dawson, P. H. B., Union Bank Chambers, Fort William. 

Day, Q. D., Room, 28, 82-88 King Street East, Toronto. 
DiLworTH, R. J., 15 Wellington Street West, Toronto. 

DOGGERELL, A. J., 776 Wellington Street, London. 

DRAPER, GORDON V., 32 Church Street, Toronto. 

DuNLoP, W. M., Citizen Building, Ottawa. 

Eppis, J. W., Continental Life Building, Toronto. 

Eppis, C. §., Continental Life Building, Toronto. 

Epwarbs, A. GEOFREY, 10 Adelaide Street East, Toronto. 

EDWARDS, GEO., 10 Adelaide Street East, Toronto. 

EDWARDS, JOHN M., 10 Adelaide Street East, Toronto. 

EDWARDS, H. Percy, 10 Adelaide Street East, Toronto. 

EDWARDS, OSWALD N., 10 Adelaide Street East, Toronto. 

Fats, A. F., Victoria Block, Chatham, Ont. 
FARISH, D. H. M., 1072 Bathurst Street, Toronto. 

FENTON, WILSON, 17-31 King Street East, Toronto. 

FERGUSON, W. S., Forum Building, Toronto. 

FLEMING, C. A., 823 Second Avenue, Owen Sound. , 

GAWTHORP, H. H., 39 Silver Birch Avenue, Toronto. 

GEGGIE, THOMAS P., 116 Dowling Avenue, Toronto. 

GEORGE, JAMES, 921 Bank of Hamilton Building, Toronto. 

GERRY, NELSON B., 14 Indian Road, Toronto. 

GIBBS, FRANK P., McLagan Furniture Company, Stratford. 

GLATT, GEO. F., 24 King Street West, Toronto. 

GODFREY, THOS. D., 640 Huron Street, Toronto. 

Gopson, W. P., 30 Leopold Street, Toronto. 

GOLDMAN, L., 112 King Street West, Toronto. 

GOODMAN, M., Room 34, 14 St. John Street, Montreal. 

Gorpon, H. D. L., 15 Wellington Street West, Toronto. 

GRANT, RUSSELL R., 302 Avenue Road, Toronto. 

GUILFOYLE, HARVEY E., 15 Wellington Street West, Toréate: 
GUNN, EDMOND, 25 Toronté Street, Toronto. 

HAMMILL, LANSDALE, 1603 Royal Bank Building, Toronto. 

HAMPTON, JAS. H., 47 Adelaide Street East, Toronto. 
HARBINSON, V. D., 408 Manning Chambers, Toronto. 

Harpy, JAMES, 15% Toronto Street, Toronto. 
Haywoop, L. J., 48 Canada Life Building, Toronto. 

Hicerns, F. P., 47 Adelaide Street East. Toronto. 

HILBORN, MELVIN, 1026 Bank of Hamilton Building, Toronto, 
Hitu, T. Percy, 109 Cuthbertson Block, Fort William, Ont. 

HILLMAN, H. P. L., 648 Ontario Street, Toronto. 

Houston, WM. F., 32 Church Street, Toronto. 

Howson, E. J., 1026 Bank of Hamilton Building, Toronto. 
Hupson, O. M., 32 Church Street, Toronto. 
HUGHES, JOHN, 810 Notre Dame Investment Building, Winnipeg. 

Hurst, FRED. C., 25 Toronto Street, Toronto. 
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JACKSON, J. A., 150 Carling Avenue, Ottawa. 

JAMIESON, H. T., 1401 Royal Bank Building, Toronto. 

JENKINS, THOS., 154% Toronto Street, Toronto. 

Jepucort, A., 469 King Street West, Toronto. 

JEWELL, F. G., 314 Dominion Savings Building, London. 

JOHNSON, R. W., “Times” Building, St. Thomas. 

JOHNSTON, R. L., 29 Breadalbane Street, Toronto. 

KERNAHAN, W. T., 17 Gould Street, Toronto. 

Kerr, FRANK L., 15 Wellington Street West, Toronto. 

KETTLEWELL, W. C., 105 Davenport Road, Toronto. 

Kipp, F. H., 5-6 Merchants Bank Building, Nanaimo, B.C. 

KitTson, H. N., 25 Main Street West, Hamilton. 

LANG, J. N., 86 Adelaide Street East, Toronto. 

LANGLEY, J. P., McKinnon Building, Toronto. 

LARMONTH, E. A., 46 Elgin Street, Ottawa. 

LAWLESS, THos. E., 304 Crown Life Building, Toronto. 
LAwsoNn, A. T., Canadian National Railways, Toronto. 

LEISHMAN, E. J., 906 Excelsior Life Building, Toronto. 

LEVACK, W. P., 99 Northcliffe Avenue, Toronto. 

Lorp, H. L., St. Blaise, Que: 

LORIMER, W. A., 165 Beech Avenue, Toronto. 

MACDONALD, D. B., 32 Church Street, Toronto. 

MACKAY, JOHN, 70 Centre Avenue, Toronto. 

MACNAMARA, THEO. T., 10 Adelaide Street East, Toronto. 

MApp, J. Vicror, 5 Manning Arcade Annex, Toronto, 

Mapp, Kris A., 109 Indian Road, Toronto. 

MakTIN, J. S., 67 Lowther Avenue, Toronto, 

Martin, N. L., 73 King Street West, Toronto. 

MERSON, G. O., 807 Lumsden Building, Toronto. 

MERSON, HARRY S., 807 Lumsden Building, Toronto. 

METHERELL, W. C., 20 Sun Life Building, Hamilton, Ont. 

MILNE, A. M., 50 Albert Street, Ottawa. 

MorGAN, W. P., 10 Adelaide Street East, Toronto. 

MorpPHyY, ARNOLD, 50 Maitland Street, Toronto. 

Morris, W. R., 375 Water Street, Peterboro’. 

Morrison, G. W., 70 Wellington Street West, Toronto. 

Morrison, 8. A., Union Bank Building, Toronto. 

Mortimer, H., Confederation Life Building, Toronto. 

MULHOLLAND, G. M., 1026 Bank of Hamilton Building, Toronte. 

Mutrig, J. T., Vernon, B.C. 

MCCLEAN, C. M., 172 Bellefair Avenue, Toronto. 

MCCLELLAND, D. McK., 802 Royal Bank Building, Toronto. 
McDERMID, E. B., 711 Rogers Building, Vancouver, B.C. 

McLEop, NorMAN B., 803 Kent Building, Toronto. 
McMicHaeL, A. R., 706 Continental Life Building, Toronto. 
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The Beacon Light— 
For sixteen years our courses have been 
the Beacon Light successfully guiding 
the ambitious and aspiring Accountant 
to the C. A. degree. 

» |e record we have established during 
this period proves that our efforts have 
been amply rewarded. 

Few Bookkeepers have had the courage 
to attempt the examination tests without 
our guidance. 

It is frankly acknowledged in every 
quarter of this Dominion that 

The SHAW WAY is the SURE WAY 
and that S. C. 8. spells SucCesS 

alarms the following extracts of letters 
recently received. 

: “I thank you for congratulations upon passing my Final C. A. examin- 
ation with the Ontario Institute.”"—Passed Ontario Final, 1920. 

“I fully enjoyed both the Intermediate and Final courses which you 
make very interesting.’”"-—Passed Ontario Final, 1920. 

“It was entirely from your course that I prepared for the Final 
Test.”"—Passed Saskatchewan Final, 1920. 

“I attribute my success chiefly to your excellent course and careful 
criticism.”—Passed Alberta Final, 1920. 

“I had only eight months in which to. prepare for my examination. 
Without your course it would have been impossible for me to cover the 
ground in such a short time.’"—Passed British Columbia Final, 1920. 

Write TODAY for full particulars concerning our courses. 

SHAW CORRESPONDENCE SCHOOL 
TORONTO, (Dep. C.A.), CANADA 

W. H. SHaw, C. W, CHANT, 
President. General Manager. 
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The Nicholson Trained | 
Cost Accountant 

Public Accountants everywhere are deeply concerned 
in having competent Cost men as members of their 
staff. To be schooled in the cost accounting profession 
by a man with the name and experience of Mr. J. Lee 
Nicholson. C.P.A., means much, 

Our STANDARD BASIC COURSE teaches in detail 
the theory and practice of Cost Accounting. The 
problems are based on actual conditions and are 
selected with the view of showing the student the 
practical application of the various principles of Cost 
Accounting. 

Our POST GRADUATE COURSE is intended to 
broaden the man who has already had training or 
experience in Cost Accounting. It contains many 
ideas whereby the usefulness of the cost department 
may be extended. In this course is discussed the 
application of Cost Accounting principles to many of 
the more difficult Cost Accounting problems presented 
by various industries. 
This institute is devoted exclusively to the instruction 
of Cost Accounting. Mr. Nicholson’s success in the field 
is unquestioned—to be one of his graduates is to be 
assured of success in the Cost Accounting field. Write 
today for particulars. 

Basic and Post Graduate Courses 

By Correspondence. 

J. Lee Nicholson Institute of Cost Accounting Inc. 
Room 341, Transportation Building 

Chicago, U.S.A. 
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DOMINION ASSOCIATION CONVENTION 

HE 18th Annual Meeting of the Dominion Association of 

Chartered Accountants was held in the Canadian Order of 

Foresters Hall College Street, Toronto, on September 14th, 

15th and 16th. There was an attendance of about 120 members of 

the Association, of which 30 were from other Provinces, .The 

meeting was presided over by the President of the Association, Mr. 

Arthur C. Neff, who called upon Mr. Dilworth, the President of the 

Ontario Institute, to extend a welcome to the visiting members. 

The first order of business was the President’s address and the 

appointment of a Committee to consider matters arising out of same. 

The address appears elsewhere in this issue. The reports of the 

constituent societies were then read and by vote received. 

At the afternoon session Mr. G. T. Clarkson, F.C.A., addressed 

the meeting upon the subject of the Bankruptcy Act. This session 

of the Convention. attracted a very large attendance, which included 

many who were not members of the Association, all of whom mani- 

fested a deep interest in the subject. Mr. Clarkson answered num- 

erous inquiries and at the conclusion of the discussion a very hearty 

vote of thanks was tendered to him. 

The Financial Report of the Secretary-Treasurer was received 

and adopted. A feature of the discussion upon the Annual Report 

was as to the desirability of providing, by means of special assess- 

ments, for the increased expenses of the Association, and the forma- 

tion of a Reserve Fund whereby the business of the Association might 

be carried on comfortably in turn by the constituent societies. It was 

pointed out that, owing to the greatly increased cost of everything, 

the assessment of $1.00 per member had now become quite inade- 

quate and not only was the Association now in a position of anticipat- 

ing somewhat the revenues for the incoming year but certain cxpendi- 

tures already decided upon by former meetings could not be earried 
2 

< 
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out for lack of funds—notably the bronze shield which was intended 

t6 commemorate the members of the Association who had given up 

their lives during the recent war. It was also pointed out that to 

carry on the work of the magazine a larger appropriation from the 

funds of the Association might become necessary. It was ultimately 

decided to amend the by-laws so as to provide for an annual minimum 

assessment of $2.00 per member, and to leave to future meetings 

any situation which might arise from an undue accumulation of 

monies by reason of such increased assessment. The by-law received 

the unanimous endorsement of the members. 

Discussion took place upon the desirability of including as mem- 

bers of the Dominion Association all members of constituent societies, 

wheresoever resident. The meeting being favorable, an amendment 

to the existing by-law was introduced to effect that object. Both 

of these by-laws, of course, require the unanimous sanction of con- 

stituent societies before becoming operative. 

' The report of the Magazine Committee was presented, showing 

increased revenue from circulation, but, also increased expenses on 

account of publication. By reason, however, of a substantial falling 

off in the advertising revenues, a deficit had occurred during the year, 

of $220.00—the effect being to nearly wipe out the Committee’s sur- 

plus. In the discussion which took place upon the magazine, the 

members unanimously paid tribute to its worth and expressed the 

hope that its present high standard would be maintained. It was 

decided, as a matter of progress, to make it a bi-monthly instead of 

a quarterly publication, and to increase the annual subscription to 

$2.00 per annum. 

The discussion upon the subject of a Joint Year Book resulted 

in the adoption of a resolution directing the Magazine Committee to 

proceed at an early date with the compilation of matter which would 

form the nucleus of such a book (the Magazine Committee to have 

full discretion as to the manner of its publication and the extent 

of the information furnished), the subject to come up again at the 

next annual meeting for such further action as might seem necessary. 

The Magazine Committee thereupon put forward the suggestion that 

the first Joint Year Book would take the form of one of the bi- 

monthly issues of the magazine—either Juiy or September, pre- 

ferably the former date—provided it could be arranged that the con- 

stitutent societies could so advance the dates of their annual periods 

and the election of officers, that the information furnished in the 

Joint Year Book would be good for the then ensuing twelve months. 

< The Committee upon the “Uniformity of Standards and Practice” 
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presented its report, which consisted of a series of recommendations 

for the consideration of the constituent societies. With some amend- 

‘ments this report was adopted, and will appear elsewhere in the 

q Magazine. The hope was expressed that the societies would endeavor 

as soon as possible to bring their local enactments into substantial 

harmony with the Committee’s recommendations. 
An interesting feature of the annual meeting was the presence 

of a representative of the President of the American Institute, Mr. 

J. Porter Joplin, and also the President of the National Association 

of Cost Accounts, Mr. J. Lee Nicholson. Both of these gentlemen 

responded to the toast to “Our Guests” which was presented at the 

banquet held in the King Edward Hotel, on the evening of Tuesday, 

the 14th. 
The social features of the Convention included a motor drive for 

the ladies on Tuesday afternoon; the banquet on Tuesday evening; 

an afternoon trip upon the Toronto Harbor Commissioners’ steamer 

“Bethalma” to view the harbor improvements, and a motor trip on 

the Toronto and Hamilton Highway, followed by a delightful supper 

at the Lake Shore Country Club, through the good offices of Mr. J. 

B. Robertson, a member of that club. The visiting members de- 

-elared that they had had a most enjoyable time and the Convention 

concluded with the usual votes of thanks. 

At the Council meeting which followed Mr. George E. Winter, of 

British Columbia was elected President; Mr. H. D. Creighton, of 

Nova Scotia, Vice-President; and Mr. H. D. Christie, of British 

Columbia, Secretary-Treasurer, for the ensuing year. 

THE PRESIDENT’S ADDRESS 

To the Officers and Members of 

‘ The Dominion Association of Chartered Accountants. 

_ GENTLEMEN :— 
Before reviewing the year’s progress and the questions to be 

considered at the Eighteenth Annual Meeting of the Dominion As- 

sociation of Chartered Accountants, let me add to the welcome already 

given you an expression of the pleasure it gives me and my Ontario 

colleagues on the Council to greet you here, and to renew and extend 

our friendships among the profession. We hope you will find the 

meetings both enjoyable and profitable. , 

Since we last met here, in 1912, great changes have come over 

the world, and, though peace has been declared in most countries, 
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there is still an element of unrest in many of them. There is also 

such a change in economic conditions as few of us could have imagined 
a few years ago, such as the prices of commodities, the cost of living, 
the rate of wages and of rent, the rate of exchange and relative 

value of money, and, as important as any, the enormous increase in 

the national debt and obligations and the cost of government and the 

consequent burden of taxation in many new forms. With these has 

come a remarkable increase in evidences of wealth and gain. 

With it all, there is a heavy increase in our work and respon- 

sibilities and in which I hope we shall not fail to acquit ourselves 

with due credit to our profession, and that we shall bear a worthy 
part in the solution of the great problems of the day. 

Turning to our own affairs:— 

Membership.—The membership of the Association, as shown by 

the last returns, is now 570, an increase of 22 over that shown last 

year, the details by Provinces being as follows:— 

Increase 

Incorporated: 1919. 1920. or decrease. 

1880 Quebee se bade’ oan we s Chenee 85 89 4 

YSBS Onitarie ss. o4n oaks sceas earns 168 177 9 

Fees Manitoba: 6 scs'ede ne eenes eee 80 80 : 

3000 Nova Beotia i 5. oswssans cng eue 32 35 3 

1905 British Columbia ............ 62 62 ; 

1910 Saskatchewan ......ccecvcess 55 64 9 

1910: Alberta oss vs.cecesckns tase 57 55 2* 

1918 New Brunswick ............- 5 5 ; 

1902 Members at large ........... 4 3 1? 

548 570 22 

*Decrease. 

Finance.—The Secretary-Treasurer’s Report will show a reduc- 

tion in the balance on hand carried over to the current year. 

The Canadian Chartered Accountant has not drawn its appro- 

priation for two or three years, but it is now in need of funds, and 

an appropriation of $300 will be required. It will, therefore, be neces- 

sary to make an extra assessment upon the Constituent Societies of 

the Association. 

Memorial Tablet.—Last, year’s meeting’ recommended that a 

bronze tablet in memoriam of the brave members of the Association — 

who made the supreme sacrifice in the Great War should be procured 
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and displayed in the meeting room at each annual convention. It 

was found that the cost would be from $200 to $250, and that in the 

present condition of the finances we were unable to carry out the 

instruction. In the meantime, a page of the “Canadian Chartered 

Accountant” was appropriated to that purpose, and there has been 

a suggestion that the page should be repeated once a year. There 

are ten names from six provinces. If the tablet is to be procured 

this year, the extra assessment will require to be increased to provide 

for it. 

Memorial Prizes.—On submitting last year’s suggestion that the 

Provincial Institutes should create memorial prizes, it was found that 

several of the Institutes already have established prizes which they 

were reluctant to interfere with. I hope the idea will not be lost 

sight of, and that, as far as possible, it will be carried out. 

Uniformity of Standards and Practice.—The committee in charge 

of this matter has been in communication with the various institutes 
and will present their report of progress up to date, and the after- 

noon of Wednesday has been set aside for a full discussion of their 

report. I am looking forward to substantial progress being made 

this year. 

Papers to be submitted.—Provision has been made for only a 

paper on The Bankruptcy Act, by Mr. G. T. Clarkson, F.C.A. As 

Mr. Clarkson has been in close touch with the Department of the 

Secretary of State during the preparation of the Act, he will be 

able to speak with authority on the subject. 

At last year’s meeting there was a discussion of the desirability 

of all Chartered Accountants being registered as Trustees under this 

Act, and the President, in his address, mentioned the fact that, as 

appointments are made by Order-in-Council, it might not be practic- 

able to appoint the members as a body. It is now hoped that 

Chartered Accountants will be prima facie considered as sufficiently 
qualified for appointment on application to the Governor-in-Council, 

and so would be eligible for registration wherever there is room on 

the panel of the district. 

It appears to me that there are a number of accountants who 

have no desire to practice in the Bankruptcy Court, and some of the 

partners in firms would not wish to carry the permanent bond for 

$15,000 which, under the latest regulation, is required before registra- 

tion. 

Customs Duty on Accountancy Books.—From my early enquiries, 

it appeared that the duty is regulated by the Customs Tariff Act, 

and can be changed only by an amendment to the Act. Books on Law 
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and Medicine are under the same duty as those on Accountancy, 

and the only effort which promised benefit was to lay our case fully 

before the Tariff Commission when it is making its enquiries this 

fall. However, within a few days I have learned that if account- 

ancy books are placed upon the curriculum of a university in Canada, 

and registered by the department, so that they may be referred to 

by an distinctive number, they will be entitled to free entry. As 

some of our Institutes have affiliations with universities, this should 

be capable of being worked out by an arrangement with the univer- 

sities. 

Rulings on Dominion Tax Acts.——I wrote the Commissioner of 

Taxation pressing upon him the necessity for a pamphlet or book 

of these rulings, or some means by which accountants could become 

possessed of authoritative information on the subject, and recently 

added to the enquiry an invitation to him to meet us again, at this 
convention, and give us a further address, or talk, on the subject. 

Owing, no doubt, to his being extremely busy with the new legisla- 

tion, I have had no reply from him. Meantime, the increasing diffi- 

culty of following the changes in the Act accentuate the necessity for 

some reliable guide for the use of the profession and of the general 

public. 

Canadian Society of Cost Accountants—When the announce- 

ment was made some months ago that an Association of Cost Ac- 

countants had been formed in the United States it was thought to be 

wise to take similar action here, and a Dominion Charter was applied 

for by the presidents of the eight Provincial Institutes, who were the 

provisional directors or trustees. The organization has been carried 

to completion and the first annual meeting of the Society will be held 

on Wednesday evening. 

Joint Year Book.—The question of a Joint Year Book to be used 

by the eight provinces, containing the Charter and By-laws, List of 

Members, etc., of the various Institutes, was left over from last year 

to be reported on by the Committee on Uniformity of Standards and 

Practice. Their conclusions will be laid before you. 

Legislation—The chief legislation which has been passed this 

year affecting our work as accountants has been: further amend- 

ments to the Income Tax Act and the Business Profits War Tax Act, 

and the Act imposing a Sales Tax and Luxury Tax in addition to 

the former taxation. These all tend to increase the responsibilities 

of the profession, and call for increased vigilance in preparation and 

scrutiny of the financial statements of our clients. 

80 

ar Le Te 

eve 

\ 

eC > a ene ee 



THE PRESIDENT’S ADDRESS 

The General Accountants’ Association applied to the Quebec 

Legislature for a Provincial Charter. The Bill was passed with the 

following changes:— 

1. The name “Accountants’ Association” was substituted for 

'the name “General Accountants’ Association of the Province of 

Quebec.” 

2. The initials “L.A.” were substituted for the initials “C.P.A.” 

(The “L.A.” means “Licensed Accountant.”) 

8. The Incorporators of the Bill must obtain a certificate of 

competency either from McGill or Laval Universities before exercis- 

ing their rights under the Bill. 

4. In future all the examinations are to be controlled by the 

professors of McGill or Laval Universities. 

A Charter was granted under the Dominion Companies Act to 

the Society of Incorporated Accountants and Auditors of Edmonton, 

Alberta. This being the exact title of a Society in London, Eng., the 

name was changed to “United Accountants and Auditors in Canada.” 

The proposal for a joint meeting with the American Institute of 

Accountants will again be up for discussion. The fact that both as- 

sociations have fixed regulations as to their meetings seems to inter- 

fere somewhat with the proposal. 

I commend such of these matters as require action to your care- 

ful consideration, always looking to the improvement of our profes- 

sional standing and in full view of the best interests of the whole 

commonwealth, for we are citizens—I trust, worthy citizens—of no 

“mean country.” 

Let us quote from the address of Dr. E. T. Powell, editor of the 

“London Financial News,” before the Empire Club here recently. 

He said:— 

“Canada is undoubtedly destined to dominate the future in North 

America. Every climatic, political and psychological reason led me 

long ago to that conviction, and what I have seen in Canada during 

this*fourth visit has only deepened my judgment on that point. But 

if Canada is destined to lead the North America continent, she is 

also destined to lead the world, or, in other words, to be the pioneer 

of future civilization. Canada’s utilization of hitherto unyoked 

forces of nature, on the scale I have witnessed, is simply a flash of 

social genius, which I call Scientific Imperialism in the very highest 

sense.” 

If his. estimate, his prophecy, be true, our profession needs to 

make every possible preparation for meeting its share in the growth 

and advancement of the nation. 
ARTHUR C. NEFF, 

President. 
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CONSTITUENT SOCIETIES’ ANNUAL REPORTS 

QUEBEC 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

On behalf of the Association of Accountants in Montreal, we 

beg to present the Annual Report for the past year. 

During the past Session of the Quebec Legislature, a Bill was 

presented for the Incorporation of a new Association under the 

title of “General Accountants Association of the Province of Quebec” 

members of which were to be entitled to the designation “C.P.A.” We 

opposed the application, and our opposition resulted in practically 

all the objectionable features of the Bill being eliminated, the de- 

signation “C.P.A.” being refused, “I..A.” being granted instead. 

During the year, a sub-committee of the Council was appointed 

to revise the By-laws. As soon as the recemmendations of the Do- 

minion Association on “Uniformity of Standards” are received, they 

will proceed with their work. 

We regret to have to report the loss by death of two of our 

prominent members, Mr. George Creak, and Captain E. B. Savage, 

M.C., both of whom passed away during the past year. 

During the year eight new members were admitted to the As- 

sociation, and our membership now stands at ninety-three; of these 

eighty-nine are resident in Canada and therefore members of the 

D.A.C.A. 

The Saskatchewan Institute has asked for an expression of 

opinion regarding the exchange of reciprocal privileges with the 

British Institutes. Our Association will support any movement in 

such a direction, but feels that it is not likely to be successful. 

The question of the admission of Orientals was, at the request 

of the British Columbia Institute, considered by the Association, and 

the opinion was expressed that no reason could be seen why Orientals 

should be excluded from membership in the Canadian Institutes. 

During the year, one Final and one Intermediate Examination — 

were held, at which there were eleven candidates for the Final, and 

fifty-three for the Intermediate. Two of the candidates for the Final 

passed in all subjects; one in Practical subjects only, and three in 

Theoretical subjects only. For the Intermediate, thirty-four succeeded 

in passing in all subjects, and nineteen failed. 

Following the recommendation of the Dominion Association, a 

“War Memorial Fund” was established by individual subscription 

amounting to $1,050, the income from which will be utilized to pur- 

82 



CONSTITUENT SOCIETIES 

chase prizes to be given to the candidates securing the highest num- 
ber of marks in the examinations. 

The attention of the Council was drawn to the proposed employ- 

ment by the Dominion Government of firms outside of Canada for 

the purpose of reorganizing certain of the Government Departments. 

Our Council sent a strong letter of protest to the Premier and 

others, taking exception to the action of the Government, Our Asso- 

ciation is of opinion that some action should be taken to insure that 

all Government work of an accounting nature should for the future 

be entrusted to Canadian Accountants. 

All of which is respectfully submitted. 

JAMES HUTCHISON, 

President. 

R.. WILSON, JR., 

Secretary. 

ONTARIO 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

(1) On behalf of the Institute of Chartered Accountants of 

Ontario, we who have the honor to be its representatives on the 

Council of the Dominion Association, beg to submit herewith the 

following report of our Institute for the past year:— 

(2) Membership—At 30th June last—the end of our Institute 

year—we had 235 Associate members and 35 Fellows, making a total 

membership of 270, of whom this Institute qualifies 190 for mem- 

bership of the Dominion Association—the remainder being resident 

outside of Ontario. Our membership of 270 compares with 160 

10 years ago—an increase of 68 per cent. in the 10 years. Amongst 

our losses may be mentioned that of the late Mr. Wilton C. Eddis 

who died November, 1919, Mr. Eddis was one of our oldest and 

most able members. The fact that the Ontario Institute is in such 

a favorable position to-day is in no small degree due to the early 

work of such members as the late Mr. Eddis. 

(3) EHxaminations—The usual Annual Examinations were held 

in the month of May:— 

For the Primary Examination, 111 wrote of whom 67 passed, 60%. 

For the Intermediate Examination, 86 wrote of whom 20 passed, 55%. 

For the Final Examination, 28 wrote of whom 18 passed, 64%. 

175 105 60%. 
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The total percentage of successful candidates, 60 per eent. this 

year and 71 per cent. last year, is an improvement on former years 

and is, in our opinion, in some measure due to the higher qualifying 

educational standard required and to the Rules that now require a 

minimum of at least four years in an Accountant’s office—a longer 

period of service than obtained until a few years ago. At the last 

two examinations there were lady candidates. In 1919 there was one 

lady who sat for the Primary Examination and in 1920 one lady 

for the Intermediate. The English Institute of Chartered Account- 

ants has admitted one lady to membership and, according to the 

last Annual Report, has registered Articles of Clerkship of five 

women. For the two yearly examinations held since the Peace, re- 

turned soldiers were allowed to sit for the Primary Examination 

(if education and other qualifications were satisfactory) without the 

Matriculation qualification that has been necessary for the past six 

years, and some 85 availed themselves of that concession. 

(4) Library—Now consists of some 550 books and is increas- 
ingly used. For its maintenance the Council is asked for a yearly 

grant equivalent to $1.00 per capitum of its Ontario-resident mem- 

bers, and this is sufficient to keep the library up-to-date in accountancy 

and the necessary legal books. The new Bankruptcy Annotated Re- 

ports have recently been added to the Professional magazines on the 

library table. 

(5) The Annual Meeting was held at Toronto on Saturday, 

17th July, at which there was a large attendance. Mr. R. J: Dilworth 

was re-elected President, Mr. Rutherford Williamson was elected 

First Vice-President, Mr. Arnold Morphy (who for 13 years has 

been Secretary-Treasurer) was elected Second Vice-President. Past 

President T. W. Sime was elected Secretary-Treasurer. Messrs. 

Neff and Pontifex were re-elected Representatives of the Ontario In- 

stitute on the Council of the Dominion Association and Mr. Dilworth 

retiring (after being six years as Representative), Past President - 

Osler Wade was elected in his place. Messrs. Bunnell, of Brantford, 

Morris, of Peterborough, and Robinson, late of Toronto, now of 

Montreal (after respectively 18, 11 and six years on the Council) 

did not, to the regret of the members, stand for re-election, and 

Messrs. Higgins, Mulholland, of Toronto, and A. A. Crawley, of 

Ottawa, were elected with 12 members of the old Council. The 

average service on the Council of its present members is about six 

years. 

(6) Finance—Our Institute now has an annual revenue of 

over $7,800.00 and a surplus of over $4,800.00. 

(7) Students—The activities of the Students’ Association de- 
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creased considerably during the war, but has been somewhat revised 

since then. The Council, for the first time, made the Students a 

direct monetary grant in aid of their funds, and contributions were 

also obtained from the different firms of $10.00 for each of their 

Students attending the lectures. The status of the Students’ As- 

sociation is to receive further consideration this year, in view of 

the fact that many Students are depending on Business College 

Correspondence Courses as a means of preparation for their examina- 

tions. . 

(8) Queen’s University, Kingston—During the past year this 

University instituted a Commercial Course, granting the degree of 

Bachelor of Commerce. The Council of this Institute, on consulta- 

tion with the Professor, Dr. Skelton, agreed to admit such graduates 

as Students, waiving the Primary Examination and reducing by one 

year the requisite period of training in an Accountant’s office. 

(9) Bankruptcy Act—We have a Committee consisting of well- 

known Liquidators who are looking after Amendments and Rules 

and who have been given the opportunity of representing their views 

at Ottawa. The Institute, as an Institute, has taken no steps to have 

its members registered as Authorized Trustees, having left applica- 

tion to be made by individual members. 
(10) Tariff of Fees—The Council appointed a Committee to 

consider the question of a Tariff of Fees and to that end sent out a 

questionnaire to all practicing members which will aid them in mak- 

ing their recommendations to the Council. 

All of which is respectfully submitted. 

BRYANT PONTIFEX, 

OSLER WADE, 

A. C. NEFF, 

Representatives of Institute of Chartered Accountants of Ontario 

on Council of the Dominion Association. 

MANITOBA 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

The Institute of Chartered Accountants of Manitoba has the 

honor to submit to you the following report on its activities for the 

year 1919-1920 :— 

The membership of the Institute remains at the figure at which 

it stood when last reported—viz., 113. Six students, completing the 
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course of study and passing the Final Examination, have been 

elected to membership and one member has been received from the 

Institute of Chartered Accountants in England and Wales. On the 

other hand, there has been in the course of the year one death, that 

of Mr. John Scott, a member since 1906, and six withdrawals for 

various reasons. The membership is classified under the By-laws as 

follows :-— 

' Class A 61 Principal of firms in practice. 

Class B 19 Members employed. 

Class C 29 Non-resident. 

Class D 4A Honorary. 

Total 113 

A rather significant change was made at the last Annual Gen- 

eral Meeting of the Institute, held in June, 1920, in the By-laws 

governing the number and method of election of the Council. It was 

felt that the size of the membership now justified an increase in 

the number of members of the Council and this was raised from 

twelve to fourteen. At the same time always to insure a measure 

of continuity in the policy and work of the executive it was arranged 

that the members when elected should hold office for two years, half 

retiring each year. The Council for 1920-21 has been elected under 

the new system. 

Two examinations in Accountancy for the students of the 

Institute have been held in the course of the year by the University 

of Manitoba, in the months of October, 1919, and April, 1920, re- 

spectively. The spring examination was considered to be a regular 

one and the other a special one, intended primarily to provide an 

additional opportunity for students who had lost time through mili- 

tary service to advance their standing and thus encourage them to 

take up and push forward again their interrupted preparation for 

the profession. It is proposed to repeat this special fall examina- 

tion in 1920, and it may be found that the interests of the students 

will be served by the continued provision of the two annual examina- 

tions. A regulation permitting the granting of supplemental examina- 

tions in connection with these tests, under certain well defined limita- 

tions, is in force. We venture to submit the following statistics with 

regard to passes, conditional passes and failures at the examination, 

believing that they may be of interest to members of the Dominion 

Association who desire to study the operation of such a rule:— 
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Passing Passing with 

clear. conditions. Failing. 

October, 1919. 

WU hk Sree vee ctv Peeess 1 1 

Intermediate ............ t 2 

April, 1920. 

EE as Fe wes ot vic wee ee 2 5 7 

Intermediate .....ccccee. 8 2 11 

The Manitoba Institute finds some satisfaction in the fact that it 

has now for several years been able to secure through the medium 

of the Provincial University, evening class instruction for its 

_ students during the winter months in practically all the subjects of 

its. course of study. The further fact that the examinations are 

conducted by the University and that the University instructors are 

in most cases among the examiners, being associated for this pur- 

pose with other members of the profession who are not directly con- 

cerned with the instruction, insures that the examination papers, in 

their spirit and content, are related both to the class work on the one 

side and to the needs and demands of practice on the other. 

The showing of the candidates at recent examinations and the 

nature of their answers, even where this is not fully reflected in 

the marks assigned, have led to a growing conviction on the part 

of the members of the Institute’s Council that the period of service 

and study is inadequate to prepare the students to meet the test 

set for admission to the profession, and permission has therefore been 

secured from the last Annual General Meeting to increase the term 

of service from three to four years for all students registered after 

November ist next. A tentative course of study for such students 

has been outlined as follows:— 

For Intermediate Examination :— 

First Year—Accountancy I., Commercial Law I., Business Eng- 

lish. 

Second Year—Accounting II., Auditing I., Commercial Arithmetic. 

For Final Examination:— 

Third Year—Political Economy, Commercial Law II. 

Fourth Year—Accounting III., Auditing IT. 

Following up a suggestion made at the last Convention of the 

Diminion Association with respect to the provision by each Institute 

of an annual prize for award at its examinations to be known as 

the “War Memorial Prize,” the Manitoba Institute decided to award 

two prizes at the Final Examinations to be held in April of each 

year—viz., a gold medal and books to the value of $25.00 to the 
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student ranking first on the aggregate of all papers of the examina- 

tion, and books to the value of $25.00 to the student ranking second, 

the award to be made only where the standard attained is sufficiently 

meritorious in the opinion of the examiners, and only those writing 

on the Final Examination for the first time to be eligible to compete. 

Mr. T. Harry Webb, C.A., however, has requested that permission be 

given him to provide personally in perpetuity for a gold medal in 

connection with this award, and this offer has been gratefully ac- 

cepted. It now remains for the Council to decide what other disposi- 

tion, if any, it will make of the funds appropriated for this purpose. 

The members of the Manitoba Institute desire to extend the 

warmest fraternal greetings to their brother members of the pro- 

fession in Ontario who are to be the hosts on the occasion of the 

coming convention and to the delegates and visiting members of the 

other Canadian Institutes. 

All of which is respectfully submitted. 
FRED C. GILBERT, 

President. 

W. J. SPENCE, 

Secretary. 

~ 

NOVA SCOTIA 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

On behalf of the Institute of Chartered Accountants of Nova 

Scotia we beg to submit the following report for the period of 1919- 

The year just ended has been a normal one. Those of our mem- 

bers who have been engaged in active practise report an increasing 

business, and it is gratifying to note, from time to time, the addi- 

tional number of individuals, firms and corporations who begin to __ 

realize that the service rendered by qualified accountants and auditors 

is a necessary adjunct to their business. . 

Membership.—This Institute now has thirty-eight members, dis- 

tributed as follows: thirty-six in Canada, one in Newfoundland and 

one in India. 

Examinations.—The annual examinations were held in May, en- 

tries for the several grades having been received as follows:— 

Entered. Passed. 
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Among the Intermediate candidates were several young men who 

had returned from doing duty overseas, and who had selected ac- 

counting for their vocational training. 

By-Laws.—During the year it was considered necessary and 

desirable to revise the By-laws of the Institute, and after much hard 

work on the part of a special committee appointed for that purpose, 

the recommended amendments were presented at a special meeting of 

the Institute on November 18th, 1919, and adopted. The approval 

of the Lieutenant-Governor-in-Council was signed on December 10th, 

1919. . 

The Institute is now authorized to grant a Diploma of Ac- 

’ eountancy to successful candidates. An annual Certificate of Mem- 

bership is also given to all members on payment of the yearly fee. 

Foreign Accountants for Government Work.—We were glad to 

note the prompt action taken by the President of the D.A.C.A. when 

it became known that the Dominion Government had engaged the 

services of foreign experts to reorganize the Post Office and Customs 

Departments of the Dominion. This Institute placed itself on re- 

cord by protesting against such procedure, on the grounds that 

Canada contained many firms and individuals to whom such work 

could be safely entrusted. The reply to our telegram to the Prime 

Minister was in the usual official form of letter and pointed out 

the necessity of passing over Canadian accountants and procuring 

the services of persons who had recently undertaken similar work in 

the United States and were therefore possessed of the required ex- 

perience. : 

Tariff of Fees—It has been found necessary for several of the 

Institutes to increase the fees for professional work, and this subject 

came up for discussion at our Annual Meeting in April. It was felt, 

in view of existing conditions, that members of the profession could 

not be expected to continue the tariff made before the beginning of 

the war. A revised scale of fees showing a reasonable increase was 

drawn up and adopted as the regular charges for professional work 

by members of this Institute. 

Legislation.—No legislation of special interest to the accounting 

profession has been passed by our Provincial Parliament since the 

last meeting. 

Respectfully submitted on behalf of the Institute of Chartered 

Accountants of Nova Scotia. 

HAROLD T. JOHNSON, 

Vice-President. 

H. D. CREIGHTON, 

Secretary. 
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BRITISH COLUMBIA 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

We have the honor of submitting to you herewith a brief report 

covering the proceedings of the Institute of Chartered Accountants of 

British Columbia for the past year. 

Membership.—The total membership is now 104, a net increase 

of two over the total reported a year ago. There has been admitted 

during the year nine new members, five qualifying by examination, 

and four by certificates from other Societies. The names of seven 

members have been removed from the list, one resigned, and six for 

non-payment of dues. Of the total membership fifty-nine members 
reside in British Columbia, nine elsewhere in Canada, and twenty- 

nine reside in Great Britain, the Colonies and in the United States. 
Seven members who went overseas during the war have not re- 

turned, nor have they advised the Secretary of their present where- 

abouts. Of the total membership, sixty-two are reported from this 

Institute as being members of the Dominion Association. 
Articles of Clerkship.—On June 30th, the close of our fiscal year, 

there were 34 students serving under Articles, eleven Articles having 

been registered during the past year. 

Examinations.—Two examinations were held, one in November, 
1919, and one in May, 1920. Sixteen candidates sat for the examina- 

tions in November, of whom eleven were successful (four of these 

sitting for the Final Examination). Fourteen sat for the May 
Examinations, nine being successful of whom three were Final men. 

It has been decided hereafter to hold only one examination an- 

nually, in the month of December. 

Finances.—The Financial Report presented to the 15th Annual 
Meeting held on July 14th last showed that the Institute had a 
surplus of $1,500.00 at June 30th, even though the past year’s trans- 

actions resulted in a deficit. It has been decided to raise the annual 
dues of practicing resident members—this to take effect as from the 

lst of February next. 

Legislation, By-Laws and Regulations.—Following the report 

from our delegates, the By-laws of the Institute and the Regulations 

for Admission to membership have been revised in accordance with © 

the recommendations of the Committee on Uniformity of Standards. 

Special attention has been directed to the framing of Rules for 

professional conduct for the guidance of members. 
The Council, after consideration of Clause 14 of the Dominion 

Bankruptcy Act providing for the appointment of Authorized Trustees, 

\ 
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suggested to the President of the Dominion Association that repre- 

sentation should be made to the Secretary of State that all Chartered 

Accountants, members in good standing of the Dominion Association, 

should, as such, be eligible for appointment without the necessity of 

giving references. The members at our Annual Meeting endorsed 

the action of the Council and requested the delegates to this Dominion 

Association Meeting to ask that efforts be made to have an amend- 

ment to that effect passed during the next session at Ottawa. 

Students’ Society.—The students’ Society has been fairly well 

supported by the students and members during the past year. A 

room was provided for the students, the necessary furniture pur- 

chased and new books added to the library, and many of the mem- 

bers delivered lectures and addresses. 

Joint Year Book.—The members at the Annual Meeting again 

endorsed the idea of a Joint Year Book being issued. This matter 

was referred at the last Dominion Association Meeting to the Com- 
mittee on Uniformity of Standards for consideration and report 

Our delegates were again instructed to ask for favorable considera- 

tion of this matter. 

Canadian Society of Cost Accountants.—Our Council, after con- 

siderable discussion, agreed to join in the application for the in- 

corporation of this Society, and Mr. G. E. Winter was appointed to 

represent this Institute on the Board of Trustees. 

General.—The following were elected the representatives of this 

Institute on the Council of the Dominion Association for the year 

1920-21: G. E. Winter, F.C.A., Vancouver, B.C.; Gordon Tansley, 

A.C.A., Montreal, Que. 

During the year a request for information as to the admission 

to this Institute of a Japanese was received, also an application for 

information from an East Indian. It was decided to ask the Do- 

minion Association for a ruling as to the admission to membership 

of any person other than a British subject. 

The New Zealand Society of Accountants formally asked for 

reciprocity, submitting their Examination Papers, Year Book, ete. 

Information was received as to the standing of this Society from in- 

dependent outside sources, and after careful consideration of the 

Examination Papers submitted, it was decided not to consider further 

reciprocity arrangements at the present time. 

In reply to a wire from Mr. Neff, the President of the Do- 

minion Association, a letter of protest was addressed to the Dominion 

Premier regarding the employment of an American firm of “Effici- 

ency Engineers” for the reorganization of the Post Office and Cus- 

toms Departments. Letters have since been received in reply from 
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the Minister of Labor and other members of Parliament which were 
mainly non-committal, save in the case of the Minister of Labor, who 

upheld the appointment in every way. 

Our delegates have been instructed to ask that the Legislation 

Committee of the Dominion Association keep us informed of all Do- 

minion Legislation effecting practicing Public Accountants, as, and 

when, passed. ss 

This Institute extends a very hearty invitation to the members 

of the Dominion Association to visit British Columbia as the guests 

of this Institute in 1921—the place and dates of meetings to be 

decided later. 

Respectfully submitted. 

J. B. WOoDTHORPE, 

President. 

H, D. CHRISTIE, 

Secretary. 

SASKATCHEWAN 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

On behalf of the Institute of Chartered Accountants of 

Saskatchewan, we beg to submit herewith the following report on 

the Institute for the past year:— 

The examinations held in April last by the University of 

Saskatchewan resulted in one passing the Primary, twenty-two the 

Intermediate, and ten the Final examinations. Supplementals w2re 

granted to five students taking the Intermediate and three students 

taking the Final Examination. 

Our membership at the present time numbers 76, of which 64 

qualify as members in the Dominion Association through this In- 

stitute. 

The annual financial report presented at the last annual meet- | 

ing showed a surplus of over $1,100.00, which is considered most 

satisfactory. 

The report on Uniformity of Standards by the delegates to the 

last Dominion Convention was given careful consideration by the 

members, and instructions were given the Council to make the neces- 

sary changes to bring the Saskatchewan By-laws into line with 

the report as nearly as possible. 
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A committee was appointed to confer with the University 

authorities with reference to proposed changes in the C.A. examina- 

tions. The changes adopted call for more practical work in the 

examinations, and are thought to be an improvement. . In connection 

with the same, it is intended to publish a law pamphlet which will 

contain all the statute law considered necessary for a student in 

accountancy. 

The Council is attempting to gather information relative to 
Federal Taxation which will be sent out to the members in a monthly 

letter. 

Students’ Associations have had a very successful year in this 

Province, the lectures arranged being of high order, and more than 

passing interest was taken by the members. The success of these 

Associations was largely responsible for the good showing made at 

the examinations. 
B. R. MASECAR, 

President. 

T. Lax, 

Secretary. 

ALBERTA 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

During the year 1919-20 there has been added to the member- 

ship of the Institute of Chartered Accountants of Alberta:— 

Admitted by examination, 1920 ..........cceeeeeecees 4 

By registration from sister Institutes .............06- 2 

SRR ORR INE te OR inte ie leek ork, mint é Denied ad ae hE ee a 6 

In our last Annual Report our membership was 66, of whom 57 

were qualified from Alberta as members of the Dominion Association. 

At present we are able to report 70 members, of whom 55 are qualified 

from Alberta. The attractive offers coming from Chicago, Detroit 

and New York for younger members of our Institute have caused the 

removal of several, which accounts for the fact that, although our 

membership has increased, we qualify two less for the Dominion 

Association than we had twelve months ago. 

Examinations.—At the annual examinations in May there were 

17 candidates for the Intermediate and 14 for the Final Examina- 

tions. Of these 8 passed the Intermediate and 4 passed the Final. 
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There were also granted supplementals to 6 candidates in the Inter- 

mediate and 6 to Final candidates. We are still finding that the 
arrangement for supplementals, which was instituted last year, has 

worked out satisfactorily. 

Lectures.—In addition to work which was done by the Students’ 

Associations in Calgary and Edmonton by way of discussions and 

gatherings for study, there has been conducted during the past year 

a regular course of lectures for Intermediate candidates and a 

separate course for Final candidates at the University of Alberta. 

Students who were registered for these courses found them very help- 

ful in making preparation for their lifework as well as for their 

special tests. 

Articled Students.—During the year 8 students have registered 

articles with the Institute and are serving their time in various 

offices of Chartered Accountants. 

Uniformity of Standards.—Our Council has done further work 

in connection with the report which occupied so much of the atten- 

tion of the last Dominion Convention, and has submitted its findings 

in detail. They found themselves substantially in accord with the 

report, although differing in some fairly important details which 

our representatives will be ready to discuss at the present Con- 

vention. 

Iibraries.—Libraries for the use of members and-students at 

accounts are maintained in both Edmonton and Calgary. The In- 

stitute votes $50 each year to each of these libraries, to be used at 

the discretion of Library Committees representing both members and 

students. In addition to this the students of both cities have turned 

in smaller sums of surplus funds which they have had from time 

to time. 

Tariff of Fees—Last year we reported a Tariff of Fees which 

Was under consideration. The necessary two-thirds vote has now 

been received for placing this matter before the Lieutenant-Governor- 

in-Council for approval as provided in our charter. The Council, 

however, has felt that we should not be content with a bare two- 

thirds, and has corresponded with other members whose votes had 

not come in, with the result that with two or three exceptions the 

entire membership has approved of the proposed tariff. At next 

meeting of the Council, it is probable that some action will be taken 

toward submitting the tariff to the Lieutenant-Governor-in-Council. 

Expenses of Delegates to Local Annual Meetings.—An interest- 

ing discussion came up at our Annual Meeting as to paying travelling 
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expenses for members attending the local annual meeting. It was 

finally decided that it was unwise at present to incur the additional 

expense. 

Representatives to the D.A.C.A.—In order to provide a certain 

desirable continuity, and at the same time to pass the honors along, 

it was decided at our last Annual Meeting that as a general rule 

the representatives of this Institute to the Dominion Convention 

should be the retiring President and the incoming President. 

The officers of the Institute elected for the year are:— 

Ed. D. C. Thomson, President, Edmonton; F. M. Harvey, First 
Vice-President, Calgary; M. C. McCannel, Second Vice-President, 

Edmonton; Cecil E. Race, Secretary-Treasurer, Edmonton. Council- 

lors: J. A. Henderson, Edmonton; J. B. Sutherland, Calgary; W. H. 

A. Thompson, Calgary. Auditor: H. O. Patriquin, Edmonton. 

All of which is respectfully submitted. 

Ep. D. C. THOMSON, 

President. 

CreciL E. RACE, 

Secretary. 

NEW BRUNSWICK 

To the President and Members of the 

Dominion Association of Chartered Accountants. 

The undersigned fully intended to join with you at the Annual 

Meeting in the city of Toronto on the 14th inst, but, owing to sick- 

ness, will not be able to attend. This he regrets very much. 

Our Institute is making slow but steady progress. The annual 

examinations were held as usual in the month of June last, with a 

goodly number in attendance. Our membership has increased by two 

since last report, Mr. Harry G. Hobden, of Fredericton, a member 

of the Nova Scotia Institute, and Mr. J. C. Pitt, of the city of St. 

John, who passed his Final Examination in June last, having joined 

us. Wishing you every success. 

Respectfully, 

W. A. LoupouN, 

Secretary. 
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DOMINION ASSOCIATION OF CHARTERED ACCOUNTANTS’ 
REPORT OF COMMITTEE ON UNIFORMITY OF STANDARDS, 

PRESENTED AT THE ANNUAL MEETING, HELD IN . 

TORONTO, SEPTEMBER 14th, 15th & 16th, 1920, 

HE Committee upon Uniformity of Standards upon a further 

reference of the subject to them by the Annual Meeting of 

the D.A.C.A. held at Winnipeg in September, 1919, prepared 

and submitted for the approval of the Constituent Societies, through 

their representatives upon the Council of this Association, a tentative 

list of recommendations. These and the views thereon put for- 

ward by the Societies were considered by the Annual Meeting in 

September, 1920, and with certain amendments were adopted. 

They are now reported back to the Provincial Societies with the 

request that effect be given thereto as far as possible, in their 

By-laws respectively. The recommendations are:— 

1. The Comparative Table of Standards) submitted to the 

annual meeting has been revised and reprints of same accompany 

this memorandum. Subject to further correction, this Table will 

indicate the position of each Society under their charter and by-laws 

respectively. It may be noted, however, that the procedure of some 

Societies in certain important respects is not wholly determined by 

their by-laws but to some extent by rules of Council and Committees, 

which have not the value of by-laws. It is recommended that in so 

far as such procedure has to do with subjects upon which there 

should be substantial uniformity, expression should be given to the 

same by by-law, and that in the general information furnished by 

the Societies respectively for the guidance of candidates and others, 

reference should be made to the supporting by-law. 

2. The subjects upon which uniformity among the Societies is 

desirable fall into two general categories :— 

ist. Those of primary importance, having regard to the re- 

ciprocal privileges between Societies, which premise a common view 

of the qualifications which a Chartered Accountant should possess, 

and 

2nd. Those of secondary importance which comprise sub- 

stantially what does not come within the first category. 

The first step to be taken by the Committee would therefore 

seem to be to define the subjects which fall within the first category 

and obtain from the Societies substantial concurrence therewith. 
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The view of the Committee would be that the subjects in the 

Table numbered 1, 2, 3, 4, 11 and 12 are those upon which the 

Societies should prescribe an uniform minimum requirement. Upon 

subject numbered 8 there should be uniformity among those Societies 

which have the authority under their charter to confer Fellowships, 

and similarly upon subject numbered 9 there should be uniformity 

among those Societies which have the power to admit persons, not 

necessarily Accountants, to Honorary Membership. 

3. Assuming concurrence as indicated, the subjects included in 

eategory 1 may be considered in their details :— 

Subject 1. It is recommended that the by-laws of the Societies 

prescribe three successive tests as a precedent to obtaining mem- 

bership. A Primary or Preliminary (Subject 2) which shall be 

an agreed standard of general education not necessarily conducted 

by, or especially for, the purposes of the Society. The purpose of 

such test would be to conserve the status of Accountancy as a 

learned profession, wherein is implied both a technical and a sound 

general education. It would be sufficient compliance on the part 

of a candidate for membership that he satisfy the Council of the 

Society by undoubted independent evidence that his general educa- 

tion had proceeded to or beyond the prescribed minimum. 

By-laws dealing with Primary Examinations should define them 

as being Educational in their character. 

An Intermediate (Subject 3) which should chiefly be directed 

to testing the candidate’s knowledge of Accounting but might in- 

clude subjects of general education in the event that some doubt 
had arisen as to the sufficiency of the evidence thereon and a Final 

(Subject 4) which should be exclusively a test of the candidate’s 

progress in technical knowledge to a point where he could safely be 

given the right to use the designation “Chartered Accountant.” 

The tests (3) and (4) should be conducted by, or especially for the 

purposes of the Society, and the examiners should be practising 

Chartered Accountants, excepting, that in Law, Mathematics, 

Actuarial Science, Economics and General Educational subjects 

qualified persons other than Chartered Accountants might examine. 

4. The Primary. It will be noted by reference to the Table that 

the tests which might be deemed equivalent to a Primary Examina- 

tion are stated indefinitely, excepting by Ontario (inferentially) and 

Manitoba. The former has prescribed a more onerous requirement, 

which therefore includes the less. The Committee recommends that 
the Societies uniformly prescribe Arts Matriculation as the minimum 

’ 
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of equivalent to the Primary, and at the same time points out the 
desirability of providing special facilities for persons unable by 

means of certificates to satisfy the Council on the subject of their 
geheral education, who appear to be in other respects desirable. 

There should be a disposition evidenced by the Societies te minimize 
the hardships which would otherwise occur. Those Societies whose 

by-laws prescribe or authorize a Primary Examination but provide 

no facilities therefor, should definitely so declare, or in the alterna- 

tive eliminate references thereto. In the event that facilities are 

provided the equivalents should be included in (e) the category of 
exemptions. The Committee deem it of first importance that persons 

accepted for or exempted from the Primary should be (b) bona fide 

residents in the Province over which the Society exercises jurisdic- 

tion, and that the by-laws should so provide. They deem it highly 

desirable that there should be an (a) age requirement and that it 

should not be too low. This, however, bears more directly upon re- 
quirements for Intermediate candidates and will be referred to later. 

Upon subheads 2 (c), (d), (f), (g) and (h) the Committee do not 

desire to lay emphasis at the present time. 

5. The Intermediate. The Committee considers that there should 

be substantial uniformity among the Societies in all the subheads of 

Subject 3 of the Table, and recommends for the consideration of the 

Societies the following:— 

(a) Minimum age 19 at time of writing upon the examina- 

tion. 

(t) Residence within the Province at time of and six months 

prior to writing upon the examination. 

(c) Holder of Certificate of Arts Matriculation, or equivalent, 

or Certificate of Primary of any Registered Society. 

(d) Service of one full year with a practising member of a 

Registered Society or three years as a public acountant. 

(e) Holder of Certificate of Intermediate of any Registered 

Society or five years as a public accountant. 

(f) Consideration deferred pending further discussions by 

annual meetings, 

(g) Fifty per cent. on each paper, and sixty per cent. aggre- 

gate marks required to pass, papers to be set with due regard 

thereto. 

(h) Minimum of $10, beyond that to be optional, regard being 

had to local situation. 
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Commenting on the foregoing, the Committee believes it will 

be a sufficient reason for their view if they suggest that it is on 

all grounds desirable that a person seeking admission to member- 
ship should have no opportunity afforded to him for obtaining it 

under conditions more favorable to himself through a Society other 

than the one having jurisdiction where he resides. Evident agree- 

ment between the Societies upon all points must moreover enhance 

our standards in the estimation of non-Canadian organizations. 

6. The Final. The Committee considers that in subject 4 also 

there should be substantial uniformity among the Societies and for 

the same general reasons, which, however, receive added emphasis 

from the fact that the Final Examination is the last opportunity 

afforded to a Society to determine the candidate’s qualifications, and 

further, because once the candidate is accepted for membership, every 

other Society becomes potentially interested in such member by rea- 

son of their reciprocal membership understanding. The Committee 

recommends for the consideration of the Societies the following:— 

(a) Minimum age 21 at time of writing upon the examina- 

tion. 

(b) Residence within the Province at time of and six months 

prior to writing upon the examination, provided, however, that a 

candidate be permitted to write in the Province where he may have 

completed his Articles notwithstanding actual non-residence. 

(c) Holder of Certificate of Intermediate of any Registered 

Society, earned within five years preceding. 

(d) Service of three full years with one or more practising 

members of any Registered Society or five years as a public ac- 

countant; or alternatively, the fair equivalent in the event that 

both service and practice is claimed. 

(e) Members of any Registered Society, certified in good 

standing at time of application, and evidence that such member 

has status, either by himself or as a partner in a firm, practising 

within the Province. 

(f) Consideration deferred pending further discussions by 

annual meetings. 

(zg) Fifty per cent. on each paper and sixty per cent. aggre- 

gate marks required to pass, papers to be set with due regard 

thereto. 

(h) Minimum of $20, beyond that to be optional, regard being 

had to local situation. 
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The Committee considers that the requirements in (a), (b), (c) 

and (d) are not alternative but cumulative. They further consider 

that each Society should interpret the value of military service as 

service under the by-laws, according to the local undertakings given 

in that regard, but without embodying the same in their by-laws, 

owing to their temporary nature. They further consider that as a 

precedent to being permitted to write upon the Final Examination 

the applicant should give an undertaking that he will complete the 

act of membership, if successful, whenever so required. 

7. The Committee believes that it is at least due from each 

Canadian Registered Society to all the others that the Societies in- 

cluded in its list of Registered Societies be mentioned by name, so 

that such other Soceties may not be rendered liable to an obligation 

to receive as members at any future time, persons who have obtained 

membership in another Canadian Society upon qualifications not 

commonly recognized. The list furnished by the British Columbia 

Institute in the Table is (with the addition of its own name) the 

full list thus far recognized, and the Committee recommends its adop- 

tion accordingly. The Australasian Corporation of Accountants will 

be listed when the respective Societies announce the adoption of the 

recommendations made at the last annual meeting. 

8. The Committee believes that uniformity should exist upon 

Subject 12 and refers to its recommendations upon Subject 4 (e) in 

paragraph 6 hereof. 

9. The Committee recommends upon Subject 8 as follows:— 

(a) A minimum age of 30 years. 

(b) In practice when degree conferred and for five years 

immediately preceding; or by vote of Fellows or members for ex- 

ceptional services. 

(c) Membership for five years. 

(d) Residence within the Province, otherwise consent of 

Society in Province wherein he resides. 

(e) Minimum of $50. 

The committee further recommends that the degree of Fellow 

be not conferred by a Society upon a non-resident member unless 

there is concurrent action by the Society having jurisdiction where 

such member resides or unless with the approval of such Society. 

The Committee further believes that age, practice, and residence 

alone should not entitle a member to a Fellowship. There should 

be evidence also of distinctive merit. 

100 



ri 

UNIFORMITY OF STANDARDS 

10. The Committee believes that Honorary Membership should 

confer no privileges other than that of stating the fact of Honorary 

Membership and the reason thereof. 

11. The Committee believes it not desirable to encumber their 

report with recommendations upon subjects included in the second 
general category while those in the first category are pending. Nor 

do they venture to make any recommendations with regard to sub- 

jects 8 (f) and 4 (f) at the present time, believing that they have 

not sufficiently before them the views of the Societies respectively. 

Respectfully Submitted, 

W. A. HENDERSON. 

GEORGE EDWARDS. 

Amended as above and adopted September 15th, 1920. 

SYSTEM BETTER THAN RUSH 

_ A great many pretty mottoes have been written about hard 

work being the key to success. Hard work alone never put any man 

anywhere excepting in a premature grave, or in the hands of a 

stomach specialist, says “Thrift Magazine.’ The man who fumes 

and explodes and eats his lunch with his watch on the table is cheat- 
ing himself out of many a good year of active service. 

_ Careful planning and system will do more towards boosting you 

along to the goal of your ambitions than four-minute meals and a 

sincere endeavor to do three things at the same time. The men who 

Teally accomplish the most seem to be the least hurried and the least 

busy. It’s the non-skid fellow who succeeds every time. The power- 

ful engines that drive the mighty Leviathan across the stormy Altantic 

make less fuss about their work than the little asthmatic peanut 

roaster on the corner that coughs to death every time a strong wind 

blows. 

Poise and deliberation will do more for you than excessive per- 

spiration and a sour stomach. In 50 years from now the world will 

have forgotten whether you partook of your noontime repast sitting 

down or on the run, No character of modern times has accomplished 

more than Marshal Foch, yet he is described as a man who never 

seems to be hurried, overworked or behind schedule. It is inconceiv- 

able that he could have succeeded in his tremendous undertakings if 

he had not, first of all, understood the value of getting himself sys- 

tematized on a non-dyspeptic and unexplosive basis. 
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AUDITING* 

By W. H. HENDERSON, A.I.C.A. 

HE object of my lecture this evening is to assist the students 

in coming to a fuller appreciation of those more important 

matters which an auditor is called upon to investigate in the 

course of his professional duties. 

I feel that an honor has been conferred upon me in asking me to 

address the students of this Society on the eve of the Final Account- 

ancy Examination of our Institute, the standard of which is one of 

the highest in the accountancy world of the present day. 

Auditor’s Qualifications 

1—A thorough knowledge of accountancy and bookkeeping in 

all its branches. 

2.—A knowledge of how.various businesses are conducted is also 

valuable. 

There are also other valuable qualifications, such as a sound 

business training, integrity, alertness, and sound judgment. 

A certain amount of legal training might also be included as a 

valuable qualification for an auditor, in view of the decisions given 

from time to time in our courts on matters of account, but an auditor 

could hardly be held liable if he failed in his duties owing to in- 

sufficient legal training. But he should have a thorough knowledge 

of the various statutes affecting accounts, such as the Companies Act, 

Insolvency Act, and the law relating to the duties of trustees under 

wills. 

He should be capable of weighing facts, and dealing with matters 

requiring the exercise of great tact and patience. He is often called 

upon to give his decision upon matters in dispute between partners. 

The auditor should go about his work in as quiet a manner as 

possible, and when he has discovered fraud, he should endeavor to 

conceal the fact until the proper time. 

Sometimes the auditor finds officials who are eager to supply 

him with information concerning the accounts, but the auditor. is best 

left alone at his duties, and frequently he deems it advisable to treat 

the interference by the officials with a certain amount of suspicion. 

*Lecture delivered at the meeting of the Incorporated Account- 

ants’ Students’ Society, Victoria, on Wednesday, 18th September, 1918. 
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He should not be too eager to give advice as to how the books 

should be kept, for this does not form part of his duty as auditor, 

but if he finds that the books have been kept in such a way that they 

do not show the true financial position of the company then he should 

call the attention of the directors to any matters which he considers 

unsatisfactory, and if they decline to alter same, he should acquaint 

the shareholders with the fact. 

Liabilities of an Auditor 

The auditor must use skill in the performance of his duties, such 

skill as it is presumed auditors possess. If he fail to discover errors 

which an ordinary skilled auditor would have discovered, then he will 

be liable, 

Where a matter arising in connection with the accounts involves 

a question of law, then the auditor could not be held liable unless 

such matter is contained in the various statutes affecting accounts, 

such as the Companies Act, Partnership Act, Insolvency Act, and the 

law relating to trusts and trustees, with which he should be familiar. 

An auditor does not guarantee that the Balance Sheet and ac- 

counts examined by him are correct, but that after careful examina- 

tion he is of the opinion that the accounts to which he has attached 

his certificate are a true and correct statement of the financial posi- 

tion of the company. He has nothing whatever to do with the manner 

in which the business of the company is conducted, so long as none of 

the transactions are ulira vires, this being solely in the hands of the 

directors. 

As to whether an auditor could be held liable for not having dis- 

covered a skilfully laid plan of fraud will depend upon the circum- 

stances of the case. If by the exercise of reasonable skill such fraud 

could have been discovered, then he would be liable, 

In a continuous audit a much more detailed examination is pos- 

sible than in the case of a continued or completed audit, and greater 

opportunities are afforded the auditor for detecting errors, conse- 

quently much more will, therefore, reasonably be expected of him, 

Sometimes an auditor is asked to make an audit in certain direc- 

tions only; this, of course, can only be done in the case of a sole trader 

or partnership, for in a limited company the audit must be a com- 

plete one. If the auditor is asked to examine certain matters only, 

then he should request his client to give him his instructions in writ- 

ing, and in his certificate state the extent of his audit, and mention 

that same is in accordance with instructions received, for if he were 

to gives a certificate stating that the accounts were correct when he 
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had only made a partial audit, he may be held liable to persons who 
relied on his certificate, such as bankers, etc. 

As to how far the auditor should carry out research work will de- 
pend upon the individual case. Where a good system of internal 

check exists, the work of the auditor is lessened to a great extent, 

and he can confine his attention to items of major importance and 

leave those of minor importance to the system of internal check. 

He should investigate the system to see if it is being properly 

carried out, and if he finds items which he has checked at random 

to be correct, he may reasonably assume that items of a like nature 

are correct also. If he finds that the system of internal check is 

weak in any particular direction, then he should make a thorough in- 

vestigation in this direction, and satisfy himself that everything is 

correct before proceeding further. Of course, it could not be expected 

that the auditor should make a complete examination of every item 

in the books, especially where the transactions are very considerable, 

owing to the limited time at his disposal, but as to how far he shall 

go will depend on how he finds things. 

Balance Sheet 

It is not part of the auditor’s duty to prepare the Balance Sheet, 

such being the duty of the directors and manager, but sometimes in 

the case of a sole trader or partnership it forms part of his appoint- 

ment. 

The auditor should satisfy himself that the Balance Sheet pre- 

sented to him by the directors is drawn up so that it correctly repre- 

sents the financial position of the company, and if it does not, then 

he should inform the directors of any defects and request them to 

alter same; but if they decline to do so, then he has no power to com- 

pel them, nor to alter it himself, but it is his duty in such case to 

acquaint the shareholders with any matters that do not meet with 

his approval. 

The words “To” and “By,” also “Dr.” and “Cr.” are. sometimes 

found on the Balance Sheet; these should be omitted, as the Balance 

Sheet is not a Ledger Account, but a financial statement extracted > 

from the Ledger. 

A matter of importance is the order in which the assets and 

liabilities should appear on the Balance Sheet. 

In the case of a limited company, on the liabilities side, the 

capital should be placed first, then debentures, reserve fund, creditors, 

bills payable, etc., and last the Profit and Loss Account balance. On 

the assets side such assets as investments, buildings, and plant should 
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appear first, then floating assets, such as book debts, bills receivable, 

cash, stock-in-trade, etc., preliminary expenses and Profit and Loss 

Account balance (representing a loss) last. 

In the case of a sole trader or partnership the liabilities first to 

be met should be placed first, such as bank overdraft, sundry creditors, 

bills payable, and the Capital Account last. On the asset side those 

assets most readily convertible into cash should be placed first, such 
as cash in hand, cash and bank book debts, bills receivable, stock in 

trade, and then such items as goodwill, etc. 

It is considered by one writer that the words Assets and Liabili- 

ties should be omitted from the Balance Sheet, as the Balance Sheet 

; usually contains other items in addition, such as preliminary expenses, 

profit and loss balance, reserves, etc., but he does not suggest a 

substitute, and in my opinion the words “liabilities and assets” are 

preferable to no headings at all. 

Capital and Revenue 

It is of utmost importance to distinguish between capital and 

revenue receipts and expenditure. 

Capital income consists of the amounts received from share- 

holders, debentures, also from the sale of assets. Whereas revenue 

income consists of the earnings of the business, capital expenditure 

may be defined as expenditure for which value remains as distinguish- 

ed from revenue expenditure, for which no value directly remains. 

Revenue expenditure consists of the sums expended with a view 

to earning revenue, and for which no value directly remains. 

If I repair my machinery merely to replace it in the same state 

as it was originally, this is revenue expenditure, but if I add to same 

or otherwise make it more revenue producing, then this is capital ex- 

penditure. 

If, however, whilst replacing any portion that has become de- 

fective I make its earning capacity greater or increase its market 

value, then the difference between what it would cost to replace it as 

it was before and the amount now expended is capital expenditure. 

In regard to this matter the auditor has very important duties, 

he should see that the distinction is properly preserved, otherwise a 

payment out of capital will result. 

The auditor must to a great extent rely upon what is told him, 

but he should satisfy himself that the explanations given are correct. 

In regard to repairs and additions to plant and machinery, the auditor 

should obtain statements from the works’ engineer as to whether such 

expenditure is repairs or additions. He should peruse the invoices 
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for materials, etc., purchased. Where the work has been carried out 

by the company’s own workmen, then the auditor should examine the 

Wages Books, and see particulars of the work done, also obtain 

certificate from the works’ foreman as to materials used, etc. 

Goodwill 

May be defined as the price paid for a business in excess of its 

tangible assets. It is in regard to this item that the auditor may 
give the least attention to any in the Balance Sheet, its continued 

appearance in the Balance Sheet being solely in the discretion of the 

management; but if he is asked to make any suggestions regarding 

it, then he should advise that the goodwill be written down by an ap- 

propriation of ascertained profits during prosperous years, the in- 

stalments depending on the profits earned. 

| The instalments written off the goodwill should not be a charge 

against profits, as such are not an expense in earning profits. 

This item usually makes its appearance on the acquisition of a 

business, its conversion to a limited company, or on the admission or 

retirement of a partner. 

It is in most instances based on the profits earned, is valued at 

so many years purchase of the average profits for a period of years, 

say from one to five years. 

In determining the present value of the goodwill of a business 

other factors should also be considered, such as the personality of 

the retiring partner or owner, recent opposition, expiration of patents, 

etc. 

Goodwill is an intangible asset, as apart from the business it is 

valueless. Should the auditor find that the goodwill has been written 

up in the books, then he should advise the directors against such pro- 

cedure, as in doing so it is a sign of financial weakness rather than 

one of prosperity. 

Should such appreciation be taken credit for in the Profit and 

Loss Account, then the auditor should call the attention of the share- 

holders to the fact, and state to what extent the profits have thereby 

been increased. He should see that no items of revenue expenditure 

have been debited to Goodwill Account. 

Reserve and Reserve Fund 

A reserve is an amount charged against profits to provide for a 

loss, such as depreciation, reserve for bad debts, etc. Whereas a re- 

serve fund is ascertained profits set aside and invested either in the 

business or in sound securities outside the business, such as Govern- 
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ment debentures, etc. The Companies’ Act, 1915, provides that the 

Balance Sheet shall state whether or not such reserve fund is used in 

the business, and if any part thereof is invested in outside securities, 

it should state the amount so invested. 

There is a difference of opinion among accountants regarding the 

distinction between a reserve and a reserve fund. 

Some are of the opinion that a reserve fund strictly so called 

should be invested outside the business, and if invested in the busi- 

ness is not a reserve fund, but a reserve. It is also stated that 

whether a reserve fund should be invested-in the business, or in out- 

side securities, depends upon the financial position of the company. 

If the company had an overdraft from the bank, then it would 

be bad finance to invest the reserve fund in outside securities, as the 

rate of interest earned would probably be less than that paid on the 

overdraft. 

It is further stated that if a reserve fund be invested outside the 

business it will not earn as much income as it would if invested in 

the business, but the fact must not be overlooked that in investing 

the reserve fund in the business we may not be able to place our 

hands on the money when required, and in creating a reserve fund we 

expressly declare that this is our intention. 

A reserve fund when invested in the business becomes subject to 

loss like ordinary capital. 
The auditor should carefully examine the reserve fund, and see 

that the securities for same are in order. If they have depreciated, 

then the fund should be correspondingly reduced. If the reserve fund 

has been created for a specific purpose, it should be so stated in the 

Balance Sheet. Subject to the articles of association, the directors 

have discretionary powers regarding the creating of reserves, but 

the auditor should see that they have used such powers with proper 

discretion and in the best interests of the company. 

The reserve fund when invested outside the business should be 

invested in those securities mentioned in the articles of association, 

but if none are mentioned, then in those securities authorized by the 

Trusts Act, and in the names of duly authorized trustees of the com- 

pany. 

Depreciation 

This is the decrease in the value of an asset owing to wear and 

tear or effluxion of time. 

Depreciation may be provided for either by writing down the 

original cost of the asset by annual instalments over the term of its 
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life, having regard to any residual value which may then remain, or 
by a re-valuation for each Balance Sheet. 

The more suitable method to adopt will depend upon the nature 

of the asset. In the case of buildings, plant and machinery, etce., 

it will be found advisable to write down the original cost by annual 

instalments over the term of its life, having regard to its residual 

value. Whereas in the case of patterns, loose tools, etc., a re-valua- 

tion will be found more accurate. 

The objection to a re-valuation of such assets as plant and ma- 

chinery is that the charge for depreciation would, no doubt, be un- 

even, owing to fluctuation of the market value of such asset from 

time to time, and it is very undesirable that fluctuation should be 
allowed to interfere with depreciation. 

There are, however, instances when plant and machinery are 

best re-valued, for example, in the case of contractors who have 

undertaken large contracts necessitating the employment of ex- 

tensive and valuable plant; in this case the plant is charged to the 

job and credited back at a valuation, when no longer required for 

such work or the contract is completed. 

The Plant and Machinery Account is frequently found to in- 

clude quite a number of assets, the life of each varying considerably, 

and if one rate of depreciation be fixed for the whole account, the 

result will probably prove unsatisfactory. I would, therefore, recom- 

mend that separate accounts be kept for various assets, e.g., boilers, 

shafting, engines, etc. 

In the case of engines the rate of depreciation to be charged 

depends greatly on the usage, etc., of same, and will be found to 

vary from, say, 5 to 15 per cent., and in the case of boilers the 

rate will probably be from 10 to 20 per cent., other plant even 

higher. 

There are various methods of providing for depreciation, such 

as the “fixed instalment” method, “fixed percentage” method, “an- 

nuity” and “sinking fund” method. As to which method should be 

employed will depend upon various circumstances, such as the value 

of the plant and the life of the plant, etc., also cost of repairs and 

renewals. 

It is not part of the auditor’s duty to interfere with the 

method adopted by the management in providing for depreciation 

so long as it is on sound lines. 

A limited company is not legally bound to provide for de- 

preciation of fixed assets, unless the articles of association speci- 

ally provide, but where no depreciation is provided for the auditor 
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should see that the fact is made clear in the Balance Sheet, and, 

if not, he should call the attention of the shareholders to the fact. 

Depreciation is frequently written off the balance of the ac- 

count at the beginning of the year, and nothing off additions dur- 

ing the year. Sometimes off the balance at end of year, but I 

would recommend that depreciation should be written off the 

balance of the account as at the beginning of the year and half 

rates of additions during the year, if same averaged about the 

middle of the year, provided they are numerous. The objects of 

providing for depreciation are:— 

(1) That the Balance Sheet shall jane the present value of 

the assets. 

(2) To provide funds for replacing the assets at the expiration 

of their life, otherwise it will be necessary to raise fresh 

capital. 

(3) As the depreciation of those assets which have been used 

in the business is undoubtedly an expense in earning such 

profit. 

Depreciation may be provided for either by debiting Profit and 

Loss Account and crediting the Asset Account, or by debiting Pro- 

fit and Loss Account and crediting a Depreciation Reserve Ac- 

count. This latter method is more suitable where additions are 

likely to be numerous, also when the accounts are kept on the double 

account system. 

Obsolescence—This is where machinery has become obsolete by 

new and improved inventions coming into the market. It is almost 

impossible to provide for such, and when it does occur it is best 

written off to Trading Account over a period of years, if the amount 

be large. 

The auditor sometimes finds directors who argue that deprecia- 

tion need not be provided for as they keep the machinery in a proper 

state of repair; but this is wrong, for there must come a time when 

such machinery will be valueless in spite of constant repairs. 

They also argue that no depreciation is necessary as the value of 

the plant and machinery has gone up, but the market value does not 

prevent machinery from wearing out, and as the market value has in- 

creased so it may decrease. If a company were to provide for de- 

preciation according to the market value, then the charge to Trading 

Account each year would be unequal, and, further, the asset may 

stand at more than its break up value at the end of its life. 

It is advisable that occasionally the value of the assets be recon- 

sidered, and, if necessary, the rate of depreciation altered. 

109 



THE CANADIAN CHARTERED ACCOUNTANT 

Wages 

It is of great importance that a proper system of paying wages 

should exist, as a loose system offers facilities for extensive frauds. 

The auditor should ascertain the system in use, and check some of the 

payments at random, to see if the system is being properly carried 

out. 

It is not customary in large works to obtain receipts for wages 

paid, which consequently renders the auditor’s work more difficult. 

He should ascertain if the employees are supplied with time books 

or cards on which to enter particulars of work done and time spent . 

on same. These books should be seen and checked by the auditor. 

The foreman or works manager should keep a rough wages book in 

which he should enter particulars of time worked by the various em- 

ployees, and from this book and the time cards the wages book 

written up by the wages clerk. The rough wages book should be 

compared with the time books or cards, and any differences inquired 

into and adjusted. The auditor should attend on a pay-day and 

watch the system adopted in paying the wages. 

It is advisable that the manager or the accountant occasionally 

pay the wages; this would detect fictitious payments made. 

If the works be in another State, then the auditor should require 

that the wages paid be certified to by the manager and the cashier 

at the works, and if there be a local auditor, his certificate should 

be seen. ; 
I would recommend the system of paying wages under which 

each workman’s wages are placed in a small tin, and handed to him 

by the cashier or wages clerk. this being preferred to the envelope 

system, first on the ground that cases occur when workmen tear off 

the top of the envelope, and, in throwing same away, sometimes lose 

part of their wages, which may have got into a corner of the envelope, 

also sometimes they do not open the envelope in the presence of the 

wages clerk, and next day may complain of being short paid. 

Secondly, on the grounds of economy. 

Fraud 

Where a good system of internal check exists the opportunities 

for fraud are to a great extent lessened, and when it is discovered 

the auditor usually finds that more than one person is concerned. 

In a business where only one person has charge of the books, com- 

bining the duties of cashier, ledger-keeper, etc., the opportunities for 

misapplying funds and falsifying the accounts are numerous, and 

it is in this case that the auditor should be on the alert. 
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For instance, the bookkeeper may receive an amount from a 

customer and not enter it in the Cash Book, and leave the customer’s 

account open. This the auditor may detect by noting how long the 

debt has been owing, or if the book debts show a larger percentage 

compared with previous years; or, if he suspects fraud, then by com- 

municating with the debtor either personally or by letter. 

Cases are also common where goods sold have never been charged 

to the customer, and, when paid for, the cash misapplied. If this 

practice has been carried out to any extent, the auditor may discover 

.same by comparing the turnover with that of previous years, also 

the percentage of gross profit would be reduced. 

Wages also offer great opportunities for fraud, and if fraud has 

occurred in a manufacturing business in nearly every case it will be 

found in connection with this item. Fictitious persons being created, 

or wages drawn for workmen after they have left the employ, in- 

correct rates of pay, and false claims for overtime being some of the 

methods adopted. 

In order to detect fraud of this description it is necessary that 

the auditor should examine carefully the system of paying wages, and 

the check payments at random. 

Cash sales also offer facilities for fraud, for where the person in 

charge of the cash sales is allowed to give receipts from invoice forms 

or the like, it is very difficult to ascertain if all moneys received from 

cash sales have been accounted for. Where duplicate receipt books 

are used the temptation is lessened, and facilities for detection given. 

If, however, the auditor suspects fraud, and no duplicate receipt 

books are used, then a test should be applied by sending a person 

with a marked coin to make a purchase. 

The instances of fraud mentioned above are those involving the 

actual abstraction of money, which, if they have occurred, will usually 

be found to have been committed by the officers of the company. But 

fraud may be in other directions also, not involving the actual ab- 

straction of money, and is generally found to have been committed 

by the directors and manager of the company, the following being 

some of the items which may have been manipulated—namely, the 

stock on hand at the end of the period under review may have been 

overvalued for the purpose of making the profits appear more than 

they actually are, also to conceal any material wastage that may 

have occurred in connection with the stock. Insufficient provision 

may have been made for bad debts, also for depreciation of assets. 

Assets may have been grouped in such a way in the Balance Sheet 

so as to mislead the shareholders as to the true financial position of 

the company. 
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In regard to these items the auditor has the same duties to per- 

form as in the case of fraud involving the actual abstraction of 

money, he should go fully into the matter and report same to the 

shareholders in writing. . 

Cost Accounts 

I propose to deal with the principles of Cost Accounts, which 

are applicable to all industries, but the details vary according to the 

industry for which they are required. 

Cost Accounts are kept by manufacturers and contractors for. 

the purpose of ascertaining the cost of any particular article manu- 

factured or contract undertaken. Also for:— 

(1) Detecting waste. 

(2) Reference for future tendering. 

They come under various headings, such as:— 

(1) Contract costs. 

(2) Multiple costs. 

(3) Process costs. 

Contract costs are kept by contractors to ascertain the cost of 

the various contracts undertaken, a separate Contract Account being 

opened for each. These Contract Accounts are virtually Trading 

Accounts in respect of each contract, and take the place of the 

Trading Account of a trader. The expenses being debited to the 

contract and the account is credited with the total contract price, 

the difference in the account being the profit or loss as the case may 

be on the contract, which is transferred to Profit and Loss Account. 

Multiple costs are kept by manufacturers to ascertain the cost 

of numerous articles manufactured, a separate Cost Account being 

opened for each article. 

Process costs, to ascertain the cost of the various processes of 

manufacture. 

It is seldom found possible to make the Cost Accounts part of 

the double-entry system, except in the case of building contractors, 

ete., as it is almost impossible to obtain Cost Accounts that are — 

absolutely accurate, so all that can reasonably be attained is a fair 

estimate in order to give the proprietors a good idea of the cost of 

each article or contract undertaken. 

Great accuracy should, however, be aimed at, for Cost Accounts 

that are inaccurate are worthless. 

The expenses are divided under two headings:— 

(1) Prime cost. 

(2) Oncost. 
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Prime Cost consists of expenses directly incidental to the par- 

ticular job or contract, such as wages and materials; the wages for 

each job can be ascertained if the workmen are supplied with time 

books or cards on which to enter particulars of time spent on each 

job. 
The materials used for each job are ascertained by charging 

direct to each job all materials purchased for same, a separate column 

being kept in the Purchase Book for this purpose, materials not 

purchased for any particular job are debited to Stores Account, 

through the Purchase Book, and, when required for a particular job, 

a requisition order signed by the foreman is delivered to the store- 

keeper, which order states for what particular job the stores are re- 

quired, and the Cost Account is debited accordingly. 
Oncost may be subdivided into factory oncost, and office oncost. 

Factory Oncost consists of expenses incidental to the manufacture, 

but which are not directly chargeable to any particular job, and 

which must, therefore, be apportioned. They consist of such items 

as foreman’s salary, fuel, depreciation of plant and factory, rent, 

etc. It is in respect of these items that various methods are adopted 

in apportioning same between the various jobs. 

Factory oncost is based on the wages paid, or materials used, 

or both. 

As to which method is most suitable to employ will depend on 

the nature of the business and the particular circumstances. 

Office Oncost consists of such expenses as rent, rates and taxes, 

salaries of clerks, discounts on sales, travellers’ commissions, ad- 

vertising, etc. 

Office oncost is based on the factory cost. 

Prime cost, factory oncost, and office oncost make up the total 

cost. 

Materials 

An important question to be considered is how shall materials 

used be valued for the job at cost or market price. If same are 

valued at cost, then the Cost Account will show the actual cost of 

manufacture, but if valued at market price, then the Cost Account 

will show the market price. In respect to depreciation of machinery, 

various methods are adopted of apportioning same, sometimes on the 

time occupied or on the wages paid. As to which will be most suit- 

able will depend on the class of machinery, also the nature of the 

work. 

When valuing the stock for the Balance Sheet, then from the 

total cost price should be deducted any oncost in connection with sale 
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of the goods, in order to arrive at the cost of production, which 

should be the value of the stock for the Balance Sheet, or market 

price, whichever be the lower. 

The Cost Accounts may be of value to the auditor in verifying 

the cost price of the stock on hand as stated in the Balance Sheet. 

Empties 

I propose to deal with these under three headings:— 

(1) Where the empties are of considerable value and are 

charged to the customer. 

In this case a separate column should be ruled in the Sales Book, 

and the empties posted along with the goods to the customer’s ac- 

count; when returned they should be credited to the customer through 

the Returns Inwards Book, a separate column being ruled therein for 

same. 

(2) When they are of considerable value but are not charged 

to the customer:— | 

This would involve the keeping of a separate Ledger with ac- 

counts for each customer in respect of these empties. They should 

be posted through the Sales Book, which would have a separate 

column for same, and the returns credited through the Returns In- 

wards Book similarly ruled. 

(3) Where they are of very little value, and are included in 

the price charged to the customer for the goods, but an allowance 

made on their return. In this case, they should be treated as ordinary 

sales and when returned, treated as ordinary returns, the customer’s 

account being credited at the price allowed him on returning same. 

Stocks and Stores 

It is very desirable that a trader should keep proper accounts 

of his stock for the following reasons:— 

(1) That he may know at any time what stock he has on hand 

without making an inventory of same. 

(2) It prevents over-stocking in the various departments. 

(3) A means of preventing or, at least, discovering thefts of 

stock. 

(4) Of value when ordering future requirements. 

In most cases it will only be found possible to keep the stock 

records in quantities. 

A simple method of keeping stocks is to have a Stock Ledger 

ruled with columns on both debit and credit sides for the various 

kinds of stock. The debit side being written up from the invoices 

received from the merchants, and the credit side from the duplicates 

of invoices sent to customers, or from the Sales Book. 
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It is advisable that periodically an inventory be made of the 

stock, and any differences in the Stock Book adjusted. 

The Stock Book may be of assistance to the auditor in veryfying 

the stock sheets submitted to him as evidence of the stock-taking 

results, but he should not accept such Stock Book as a voucher for 

the stock on hand, as such Stock Book, however accurately kept, 

may not agree with the actual stock on hand for various reasons, 

- such as thefts of stock, wastages, etc. 

Stores as distinguished from stock, consist of goods that have 

been purchased to be made up into stock. 

' The Stores Ledger should be ruled with columns similar to the 

Stock Ledger, columns being provided on both debit and credit sides 

for the various kinds of stores. The debit side being written up 

from the invoices received from the merchants, and the credit side 

from the requisition orders supplied to the storekeeper by the heads 

of the various departments requiring such stores. It is of import- 

ance that great accuracy be observed in respect of stores used, for 

unless this is done large discrepancies may occur, and the Stock 

Ledger will be of little or no value. 

Irregularities frequently occur with stores when workmen are 

allowed to take stores without requisition orders, and only account 

for what they use; these returns are frequently found to be incorrect, 

and the Stores Ledger thus rendered valueless. An inventory should 

be made of the stocks and stores periodically, and any differences in 

the Stock and Stores Ledgers adjusted with the actual stocks and 

stores. 

It is advisable that the storekeeper’s office be located in a part 

of the works where he can see all that is going on, and not in the 

general office. 

The Stores Ledger may also be of value to the auditor in veri- 

fying the inventory of the stores produced to him, but for the same 

reasons that the Stock Ledger may be incorrect so also may the 

Stores Ledger, therefore this should not be accepted as the only 

evidence of the stores on hand, but he should insist upon a certified 

inventory being produced to him. 

In concluding my remarks this evening I may mention that I 

have endeavored to state as fully and concisely as possible the 

principal points regarding each of the matters with which I have 

dealt. | 

Volumes might be written regarding each of these very im- 

portant matters, therefore, in preparing my lecture, I kept in mind 

- that popular Latin phrase, multum in parvo—From The Accountant. 
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THE CANADIAN SOCIETY OF COST ACCOUNTANTS 

LARGE gathering attended the inaugural meeting of the 

A Canadian Society of Cost Accountants, which was held on 

the evening of September 15th at Foresters Hall, Toronto. 

Many of the delegates to the Convention of the Dominion Associa- 

tion of Chartered Accountants were present to hear Mr. J. Lee 

Nicholson, C.P.A., President of the National Society of Cost Ac- 

countants speak on cost accounting and its importance to the busi- 

ness community. 

Mr. George Edwards, F.C.A., President of the Society, presided, 

and spoke as follows:— 

“T have the honor to address you to-day in my capacity as the 

Provisional Chairman of the Canadian Society of Cost Accountants. 

This organization owes its existence to a recognition of the need 

for a body having for its chief object the dissemination of useful 

knowledge respecting scientific cost accounting. The need for such 

an organization in Canada was suggested by the knowledge which 

came to us of the formation of a similar society in the United States. 

It is to them therefore that we freely give credit for the underlying 

idea of a Cost Accountants Society. The Chartered Accountants of 

Canada have never been slow to recognize the responsibilities which 

go hand in hand with privilege. The increasing importance to the in- 

dustrial interests of this Dominion point inevitably to the creation, 

sooner or later, of facilities for the exchange of useful knowledge 

upon this important subject, and, while at the present stage we are 

in some uncertainty as to what might be the best way in which 

to effect this exchange of knowledge, there can be no reason for delay 

or hesitation in undertaking the task. Therefore to the Chartered 

Accountants of Canada must be given the credit for taking action 

towards the accomplishment of the purposes in view, and it is appro- 

priate therefore that on the occasion of the annual gathering of the 

Dominion Association, which is an all-Canadian body representative 

of accounting interests in all the Provinces of Canada, the movement 

for a Cost Accountants Society should be launched. 

“The science of Cost Accounting is probably only in its infancy, 

although very much has already been done to improve the means 

whereby manufacturers may arrive accurately at their costs of pro- 

duction. Under present day conditions, when, as the result of a 

great world war, the demand for all classes of commodities greatly 

exceeds the supply, and profits are unusual, the need for a scientific 

set of Cost Accounts is not keenly felt by the average producer; but 

as in the course of time, as must be the case, the supply overtakes | 
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the demand for most classes of commodities, and as a natural con- 

sequence the margin of profit is reduced by competition which fol- 
lows, it is likely to be a matter of paramount interest that precise 

costs should be known—not alone for the reason that it is necessary 

that there should be a margin of profit over cost as the result of 

the manufacturers’ operations, but in order that by comparative and 

analytic examination of details these costs may be reduced and the 

demands of competition thus met. 

“We come to you to-day not for the purpose of presenting any 

well-defined lines of policy respecting the work that it is proposed 

to carry on. The new Society is yet numerically weak, but there 

can be no doubt as to the extent of the constituency which it has 

to serve. The manufacturers of this Dominion are many thousands 

in number, and every one of them, either personally or through a 

responsible employee, will be interested in the work carried on by 

the Society. The confident hope is therefore expressed that the mem- 

bership will increase to a goodly number before this Society termin- 

ates the first year of its existence. 

“From the nature of the case it will be perhaps impossible that 

the present meeting can be conducted along the lines of an annual 

meeting, as generally understood. There are at the present time no 

financial statements to present; no reports upon operations already 

carried on. The membership is receiving daily accessions at such an 

encouraging rate that one must conclude that the moment has not 

yet arrived for the selection from amongst the membership 

of the Society of a suitable Board of Trustees, who by reason 

of their enthusiasm and knowledge of the subject and general willing- 

ness to give good service, would be depended upon to settle the all- 

important questions which confront the Society at the present time. 

“Subject to whatever action this meeting might feel disposed to 

take, therefore (and it should be mentioned that this is a meeting 

which is competent to do anything which any meeting of the Society 

might do), it is proposed to confine the actual business of the meet- 

ing to certain details which are necessary to the completion of its 

organization and to submit for discussion and approval amendmnets 

to the by-laws of the Society. It may be proper to mention that 

the adoption of a set of by-laws was necessary as a preliminary 

to the incorporation of the Society, and that these by-laws have re- 

ceived the approval of the Secretary of State of Canada. All amend- 

ments to such by-laws similarly require such approval, so that the 

amendment which is to be presented to you to-day will not become 

effective until so approved. 
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The Society is fortunate in having secured the promise of Mr. 

J. Lee Nicholson, C.P.A., who is the President of the National As- 

sociation of Cost Accountants, to address this meeting, and as Mr. 

Nicholson is not only by reason of his representative capacity well 

qualified to speak to us upon the subject, but also because he is him- 

self the head of a large business organization which has specialized 

in Cost Accounting. He comes to us, therefore, with a large fund of 

practical experience upon the subject. I propose that the actual 

business of the Society shall be deferred until the conclusion of Mr. 

Nicholson’s address, as I feel sure that anything he may say to you 

either upon the subject of how such a Society as ours should be con- 

ducted or upon the more practical and technical subject which he 

has selected for a portion at least of his address, will be an in- 

valuable preliminary to the consideration of any business we have 

to do, and I will therefore, without further extending these remarks, 

call upon Mr. J. Lee Nicholson to address us.” 

Mr. Nicholson, in opening his address, which was most interest- 

ing throughout, gave a short history of the foundation work and 

progress of the National Society of Cost Accountants and prophesied 

equal success for the Canadian Society. 

Cost Accounting, said Mr. Nicholson, is the basic thing in all 
business; it served to show where a profit was made, and where a 

loss is sustained, and was needed by every business, whether manu- 

facturing, trading or professional, The proper system should show 

the cost of production in each department and is essential in deter- 

mining the selling price. Material, labor and overhead were the 

important items in Cost Accounting, and the fault with most manu- 

facturers was a lack of appreciation of material, which, besides re- 

presenting goods, represented money. The practice of salvaging 

waste material was being followed more and more as manufacturers 

recognized the value of by-products, which sometimes brought more 

than the main article produced. Material and overhead needed far 

more consideration than did labor; the losses entailed were usually 

due to waste of material. 

“If a cost system is merely used to ascertain the cost, it is not 

worth the money spent upon it,” he said; “but a properly conducted 

system is always a paying proposition. The saving made during six 

months, it has been proven in a number of cases, under a proper 

system, has been sufficient for the maintenance of the system for 

twenty-five years.” Before closing his address Mr. Nicholson spoke 

strongly in favor of the Profit-Sharing Plan. He said there were 
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many different plans in effect and: nearly all were favorably received 

by the workmen. He believes that the Profit-Sharing Plan is the 

best effort of its kind to bring capital and labor closer together 

and its general adoption will save this country and every other coun- 

try a great deal of trouble in connection with differences between 

capital and labor. 

JUST EVERY-DAY EFFICIENCY 

A word may lose its value by over-use. One which has been 

over-cultivated, to the loss of its real meaning, is “efficiency.” 

Efficiency means the shortest, and quickest way of doing a thing. It 

has a double value, a quadruple value, an unlimited value. It is not 

something to be reserved for comprehension of the elect. It is not 

a thing to be called scientific management and used as a bugaboo. 

It is, on the contrary, nothing but common-sense applied to every- 

day affairs. The doing of a thing in a better, quicker, and more 

economical way than at present, the doing of a thing in the right 

way, the easy, the adept, the direct and natural way, rather than in 

the careless, slovenly, wrong, or round-about way. Efficiency is the 

duty not alone of every man to himself, but every man to his neigh- 

bor. It is a slogan that means prosperity, and a watchword of honest 

effort and well-directed energy. 

The one comprehensive word covering efficiency in its fullest 

and broadest sense is “results,” not the initial result but the final 

result. The unit measure is but the starting point, but the combina- 

tion of units brings about a complete and finished article of efficiency. 

Figures having but a relative value should always be measured by 

results. The unit having but an initial value should be combined 

with other units, and compressed into a complete and finished whole. 

This is expressed in the necessity for each unit of efficiency 

standing elbow to elbow, and shoulder to shoulder, to the next unit 

of efficiency, thereby making a compact and invincible whole proof 

against the on-slaught of competitors, with whatever organization 

they must have at variance with our own. 
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A SHARE IN THE PROFITS 

NOTHER attempt to devise some better arrangement between 

capital and labor than the direct wage system is being made 

by an important corporation. Canadian Cottons, Limited, 

has addressed a circular to its employees, in which a new arrange- 

ment is put forward for the approval of the men. 

The arrangement takes the form of a profit-sharing proposal 

on increased production. The circular to the men begins by an- 

nouncing a wage increase of 5 per cent., but the management declares 

that it has experienced a greatly reduced rate of production, and is 

unable to participate in business that offers because it cannot pro- 

duce nearly up to the capacity of its works. The management there- 

fore puts forward an offer which it hopes will interest its workers 

as being of profit to all concerned. The circular says, in part:— 

“During the past year the woven production at Ontario mill 

has been, in round figures, 64 per cent. of the rated capacity of the 

looms installed, while under proper conditions it might easily have 

been 80 to 85 per cent. With this in view, it has been arranged 

that the company and its workers will share equally in the profits 

accruing from all increased. production, and in direct ratio to such 

increase. Dating from October ist the company will pay to 

operatives, at the end of each succeeding three months’ period and 

at the same time as dividends are paid to shareholders, a sum equal 

to 1 per cent. of each operative’s wages for every 1 per cent. increase 

of production obtained over and above the present average of 64 

per cent. For example, if production is increased to 75 per cent. 

of possible efficiency—that is, by 11 per cent.—each worker will 

receive the additional sum of 11 per cent. of regular wages earned 

and so on. In order that operatives may at all times keep in touch 

with the production figures the same will be posted week by week on 

the usual notice boards as soon as compiled. The amount of wages 

earned under this partnership plan may, if so wished, be reinvested 

with the company, and upon all money so deposited the company will 

pay interest at the same rate as the shareholders receive in divi- 

dends upon the common stock of the company—at present 6 per 

cent.—and should the dividend rate at any time be increased this 

increased rate would be paid upon such money reinvested. Em- 

ployees will have the privilege of withdrawing part or all of such 

deposits at any time, with accrued interest. 

“The management is convinced that by loyal and unselfish 

co-operation a very material increase in production can be effected. 
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Increased diligence on the part of every worker is essential in order 

to attain the desired results. Regular attendance at work is an 

absolute necessity. For this reason the management consider it 

only fair to the steady workers that, in order to participate in the 

proposed plan, the operative must have worked at least 92% per 

cent. of the full working time during the three months’ payment 

period.” : 

There is embodied in this offer a principle—there is in it a re- 

cognition of the truth that labor influences profits, and should have 

an interest and a share in them. There is in this proposal the 
moderate beginnings of a plan that some day may be in general use. 

ORGANIZATION 

It is often said that the secret of business success is to get other 

people to do the work. Therein lies the power of the organizer. The 

art of delegation is one of the most important factors which con- 

tribute to success, and, if coupled with the faculty of selecting the 

right man for each post, is bound to bring its due reward. 

Hard work is essential to success,. but will not necessarily 

achieve it. The man who works twelve hours a day often makes less 

‘progress than he who only devotes six hours to business. The rea- 

son is not far to seek, for whereas the former is occupying his 
time with work that could equally well be done by others, the latter 

is only engaged on matters which no one else but himself can do. 

The result is that his mind is more alert; he has time to think, time 

to plan, time to evolve new ideas; he can see that others do the work 

required in the way it should be done without worrying over the de- 

tails; he can conserve his energies for the big things. 

Organization is a science without rules. The business organizer 

who attempts to work to a defined plan, paradoxical as it may seem, 

is not a true organizer. He must map out the general outline and 

then arrange his work to suit the special requirements of the case. 

Any draughtsman can prepare the plans of a house; the skill of 

the architect is to design a house to fit the site. 

Such is the work of the true business organizer.—From “The 

Accountants’ Journal.” 
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BUSINESS PROFITS WAR TAX 

Summary of Rates of Taxes Payable under Business Profits 

War Tax Act of 1916 and Amendments to Date 

On Profits of Year Ending During 1915, Tax Payable 1916 
25% of excess profits over 7% of capital of companies having $50,000 or more 

capital employed in the business. 
25% tax on excess over 10% of all other businesses having $50,000 or more capital. 

On Profits of 1916, Tax Payable 1917 
25% of excess over 7% of capital of companies having $50,000 or more capital. 
25% on excess over 10% of capital of all other businesses mee $50,000 or more 

capital. 

On Profits of 1917, Tax Payable 1918 
Incorporated Companies having $50,000 or more capital and pg Businesses 

of less than $50,000 capital, but not less than $25,0 

25% of ee jennsenae ae 15% of capital. 
5004 hate ERU bn Che o0s so gdsakeauagasre cts 15% 20% 
75% all “ errr ee AT cece debet des Sih «oes 20% of capital. 

All other Benin hiv 
25% of excess OVGE)!) dis codeks sda cbes es innakidiee sku cae 10% wo, to 15% of capital 
50% = +. pa ee damn ene ee the oa eataeeherniate 15% > 20% 
76% all “ a RD SPIGA SEE) Ye A SI yp ai Lae Me Leek - 20% of capital. 

On Profits of 1918, Tax Payable 1919 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 

25% on excess over 10% of capital. 

Incorporated Companies having $50,000 or more capital, and Munition 
Businesses of less than $50,000 capital, but not less than $25,000. 

2596: oF CXCEES OVER. 545 suchas aes Vaasa cenees cha eeaare 1% Up to poke of capital. 
50% $ “ weeene eenspeaenveeeeeeeeeeeeeeeete ene eee 1 Jo 4 20% ae 

75% all “ “ inga ane as necie's a 1 eal giles Waiver Atal -. 20% of capital. 

All other businesses. 
oe of excess OVET weer ecereearecceeeres dievpesys oeeeye 10% wp, 18% of cai 

O -.- _ * ns" lee ie wien 2 a eee et eel ed ae ad ee Ble o Glee mie 

75% all “ iS eee avs 5 debe dswatbecs Sdccaul 20% of capital, 

On Profits of 1919, Tax Payable 1920 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 
25% on excess over 10% of capital. 

Incorporated Companies having $50,000 or more ca; and Musitien Businesses of, om sRgp capital, 
$50,000 capital, but not less than $25,000 

25% on EXCESS OVET eee ee eee eee e ec eeeccceeeeeenerere 1% up to 15% of capital. 
50% ew ew ewes eeeeee teow eee weeeee eeeeeere 15% 20% 

75% all “ “| ite ¢ Raps aa.umdens aeats ¢ anaes tae eee 20% of capital. 

All other businesses. 
25% of CXCESS OVET . 64 -- eee e ene terre ret A Sai ane 10% up to 15% of capital. 
50% Bee Ore eee ds ja pg wi cin in ac aaa a 15% “ 20% = 
75% all “ SO COLI. (OG AL a seees 20% of 

On Profits of 1920, Tax Payable 1921 
All Businesses, Partnership and Incorporated Companies having $25,000 or - 

more, but less than $50,000 capital. 
20% on excess over 10% of capital. 

Incorporated Companies having $50,000 or more capital. 
20% on excess OVET ence cence cee sree eeeeeeeeseceecees 10% up to — of capital. 
20%. Be re tes «ab ee 15% 20% 
50% "s OS ABS Ghee CERES 6 ors 0 cOd aU: EN Oe ab von 20% “ 80% = 
60% all “ S ' Vip amae bare eave ds ceewivee yeu aaneet 30% of capital. 

(See text of Amendment 1920 published in July issue). 
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DOMINION INCOME TAX 

Summary of Rates of Taxes Payable under Income War Tax 

Act of 1917 and Amendments to Date 

Income of 1917, Tax Payable 1918 
4% Normal Tax on excess over $1,500 of single persons, or over $3,000 of married 

persons, as well as:— 
2% on excesS over ..... PHC UAE HEV E RC OCGORC Sq need ie leee $ 6,000 up to$ 10,000 
5% e ? SepawseWwsew dees ceee oe dalddcin Wave ace 10,000 =“ 20,000 

8% " si eee e een ee eeee eee ee etree eeteererenere 20,000 “ $0,000 

10% “5 nd SEN GSCECRSE NS conte eSrceneewenss 30,000“ Y 
15% “i i eh eh hia pho @. ae ble dima. PRBIE. 016.6 50,000 “* 100,000 
25% - Pe? Gee CRAs es wee e ed we sec aaneepresececee 100,000 

Companies pay 4% Normal Tax only on excess over $3,000. 

Income of 1918, Tax Payable 1919 
% Normal Tax on excess over 1,000 up to $1,500, and 

4% on all excess over $1,500 of single persons, 
2% Normal Tax on excess over $2,000 up to $3,000, and 
4% on all excess over $3,000 of married persons as well as:— 

2% OM EXCESS OVEF  ... cece eeeceees ye Rg Se Se $ 6,000 up to $ 10,000 
5% " Seo) ic this aa ee eee ener Ce ee ee ee 10,000 ” 20,000 

8% . PV ihnid ae dsbd Ou ves v< veces ah once s 20,000 “ 30,000 
00% “ Tian tame * apse bith sak edna’ +058 be 30,000 “* 50,000 
15% ee nt CohPaphshask tere ce es cue Cocccccccces 50,000“ 75,000 
20% $ a ee ee ee ee ee ee eee ee ee) 75,000 2 100,000 

25% 08 i eb eG ee Ch eNeehWe keh nde tenes eee 100,000 “* 200,000 
se vA ms SOPH ROR OPER wee eee tee eee ae . See eae yee 

40% - ie eta eh ete D ene ee ee hee asp Sere 0.600 os 600,000 “ 800,000 
45% RES 6 Me OR ED a 800,000 “ 1,000,000 
50% ” Os tae wig geiaaea én & ee ee) 1,000,000 

ee Se 8 ane Tce OVED we eaeteeeneeearer ees $ 6,000 up to $ Preyer 

15%  “ “ WC eecacccdowecckncce . 200,000 “> $00,000 
85% = ™ Iie Sy gavvubieacemubeaees e 200,000 

Companies pay 6% Normal Tax only on excess over $3,000. 

Income of 1919, Tax Payable 1920 
4% Normal Tax on excess over $1,000 up to $6,000 of single persons, or over $2,000 

of or persons, and 8% Normal Tax on all excess over $6,000 of all persons 
as well as :— 

1% on excess over i eereweree & 5,000 up to $ 6,000 

2 a Hecho tre hee Woewawdeeb seeds owt recess sw 6,000 “ 8,000 
8% = ae ee eer ee ee eee eee err ern erane eeeeeneeeeneeene 8,000 a 10,000 

4% * = ha Soe oe a Hl A ils ak evnees 10,000“ 12,000 

and so on 1% added for every additional $2,000 of income up to $100,000. 
52% on excess tht tiene ene eee eee ee ee 2 eT $ 100,000 up to $ 150,000 

56% oe Pee GRdcavdaaeschahcawie csee ts 7 enay meeps, ih 150,000 “ 200,000 
ta RAM AH RRR CR tenet eres ec eneeeserereencecs 200,000 “ 300,000 

63% ta AER ER SSSR Rett asec eee eeeceeeseeeees este 300,000 “ 500,000 
64% eo sere . . eee . eee eee ee eee ee eereeene 500,000 ae 1,000,000 

65% Batak © WEA S1a'sin'e Wala eae ern Ow 4168 wake teen e 1,000,000 

And also 5% of the above Taxes on excess of Income of $5,000 and upwards. 
Companies pay 10% Normal Tax only on excess Income over $2,000. 

Income of 1920, Tax Payable 1921 
Same rates as shown above for 1919, but one-fourth of the amount of tax is 

to be paid on fyling return and balance in three bi-monthly instalments, and penalty 
of 10% or 50% or 100% on excess income not reported. 

(See text of Amendment 1920 published in July issue). 
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1920 

THE INCOME WAR TAX ACT AMENDED 

Companies 

Corporations will pay 10 per cent. on net income in excess of 
$2,000. 

‘Dividends sesleet or shareholders’ bonuses voted after the > thirty- 
first day of December, 1919, shall be taxable income of the taxpayer 
in the year in a which they are paid or distributed. 

Individuals 

NORMAL TAX 

Individuals will pay 4 per cent. upon all incomes exceeding $1,000 
up to $6,000 in the case of unmarried persons, widows and widowers 

without dependent children, and upon all incomes exceeding $2,000 
up to $6,000 in the case of all other persons. 

From the Normal Tax only individuals are exempt on $200 of 
income for each dependent child under eighteen years of age. 

Individuals will pay 8 per cent. Normal Tax upon all excess over 

$6,000. os 

SUPER Tax 

Individuals, in addition to the Normal Tax, will pay : a Super 

Tax of:— 

One per cent. on income a $5,000,° we not exceeding 

$6,000. sant: 

Two per cent. on income siceebine $6,000, but ‘not exceeding 

$8,000. 

Three per cent. on income exceeding $8,000, but not exceeding 
$10,000. 

And so on, in like manner, the Super Tax is increased by gradua- 

tion 1 per cent. additional tax for every additional $2,000 of. incomig 

up to $100,000. 

Increased Beale Tax rates are levied upon all incomes in excess 

of $100,000. en's 

: SURTAX 

Individuals, in addition to the Normal Tax ‘and the Super Tax, 

will pay a Surtax of 5 per cent. on the combined amount of the 

Normal and Super Taxes where the income is $5,000 or more. 

124 



ae 

A WP: ok Fa oS 

A Rte 

INCOME TAX RATES 

| 
a
 

* 

: 
a 
; f 

5, 

; 

Income. 

Amount of Tax on Incomes of 1919 and 1920 

Unmarried Married 
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. $5,000 or more. 
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Persons. 

Exempt Exempt 

Income. 

$ 3,000 
0 

Married Persons 

Tax on $5,000 up to $8,900. 

NoTE.—Unmarried persons and widows and widowers without 

dependent children pay $42 more ee married persons on income of 

Married 

Persons. 

$ 126.00 
131.25 
136.50 
141.75 
147.00 
152.25 
157.50 
162.75 
168.00 
173.25 
178.50 
189.00 
199.50 
210.00 
220.50 
231.00 
241.50 
252.00 
262.50 
273.00 
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Persons. 

Married 

Persons. 

$ 283.50 
294.00 
304.50 
315.00 
325.50 
336.00 
346.50 
357.00 
367.50 
378.00 
388.50 
400.05 
411.60 
423.15 
434,70 
446.25 
457.80 
469.35 
480.90 
492.45 
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Income. 

Married Persons 

Tax on $9,000 up to $16,900. 
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Married 

Persons. 

$ 504.00 
515.55 
527.10 
538.65 
550.20 
561.75 
573.30 
584.85 
596.40 
607.95 
619.50 
632.10 
644.70 
657.30 
669.90 
682.50 
695.10 
707.70 
720.30 
732.90 
745.50 
758.10 
770.70 
783.30 
795.90 
808.50 
821.10 
833.70 
846.30 
858.90 
871.50 
885.15 
898.80 
912.45 
926.10 
939.75 
953.40 
967.05 
980.70 
994.35 
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Married 
Income Persons. 

SIZO0O |... Bi > « cannes $1,008.00 

IROe ack dee os eran 1,021.65 

DR RE 1,035.30 

UR OG 6 scapk o oan eee 1,048.95 

IBROO Ob c's de 1,062.60 

10.300... - TAs. bien 1,076.25 

NN 1,089.90 

AB, 100 2 scaew acs pes 1,103.55 
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$4000 (05S LOS 1,144.50 

DRUG. . .c aems ones 1,159.20 
P6200 - .... Giksscuies 1,173.90 

SOOO os otc anaeeeen 1,188.60 

TOMO: oc sc caveuneen 1,203.30 

TOGO 55K ROSE 1,218.00 

TABOO i secscvkeeees 1,232.70 

16,000 cei scccen tees 1,247.40 

14,800.: . iisivaa sind i 1,262.10 

14,900 , «esse 1,276.80 

15,000... cscs al see 1,291.50 

FETUS acs cen cute 1,306.20 

SQIG Se cote tess 1,320.90 

TOG iby ene ewan’ 1,335.60 
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| Peery 1,365.00 
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URI 6 six aoanta aaa 1,564.50 

RGOOO  . ddeevooerers 1,580.25 
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INCOME TAX RATES 
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Married Persons 

Tax on $17,000 up to $25,000. 

Married Married 

Persons. Income Persons. 
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Married Persons 

Tax on Income in Excess of $25,000. 

- NOTE.—Unmarried persons and widows and widowers without 
dependent children pay $42 more than married persons on income of 

$5,000 or more. 

Over $25,000 to $26, 000: . 
Take tax on first $25,000—$3,024. (See other table.) Add $19.95 
on each $100 excess. 

Over $26, 000 to $28,000: 
Take tax on first $26,000—$3,223.50. 
Add $21.00 on each $100 excess. 

Over $28,000 to $30,000: 
Take tax on first $28,000—$3,643.50. 
Add $22.05 on each $100 excess. 

Over $30,000 to $32,000: 
Take tax on first $30,000—$4,084.50. 
Add $23.10 on each $100 excess. 

Over $32,000 to $34,000: 
Take tax on first $32,000—$4,546.50. 
Add $24.15 on each $100 excess. 

Over $34,000 to $36,000: 
Take tax on first $34,000—$5,029.50. 
Add $25.20 on each $100 excess. 

a $36,000 to $38,000: 
Take tax on first $36,000—$5,533.50. 
Add $?6.25 on each $100 excess. 

Over $38,000 to $40,000: 
Take tax on first $38,000—$6,058.50. 
Add $27.30 on each $100 excess. 

Over $40,000 to $42,000: 
Take tax on first $40,000—$6,604.50. 
Add $28.35 on each $100 excess. 

Over $42,000 to $44,000: 
Take tax on first $42,000—$7,171.50. 
Add $29.40 on each $100 excess. 

Over $44,000 to $46,000: 
: Take tax on first $44,000—$7,759.50. 

Add $30.45 on each $100 excess. 
Over $46,000 to $48,000: | 

Take tax on first $46,000—$8,368.50. 
Add $31.50 on each $100 excess. 

Over $48,000 to $50,000: ~ 
a tax on first $48,000—$8,998.50. 

d $32.55 on each $100 excess. 
ovis $50, 000 to 5. 000: 

Take tax on first $50,000—$9,649.50. 
Add $33.60 on each $100 excess. 

Over $52,000 to $54,000: 
Take tax on first $52, 000—$10, 321.50. 
Add $34.65 on each $100 excess. 

Over $54,000 to $56,000: 
Take tax on first $54,000—$11,014.50. 
Add $35.70 on each $100 excess. 
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Over $56,000 to $58,000: 
Take tax on first $56,000—$11,728.50. 
Add $36.75 on each $100 excess. 

Over $58,000 to $60,000: 
Take tax on first $58,000—$12,463.50. 
Add $37.80 on each $100 excess. 

Over $60,000 to $62,000: 
Take tax on first $60,000—$13,219.50. 
Add $38.85 on each $100 excess. 

Over $62,000 to $64,000: 
Take tax on first $62,000—$13,996.50. 
Add $39.90 on each $100 excess. 

Over $64,000 to $66,000: 
Take tax on first $64,000—$14,794.50. 
Add $40.95 on each $100 excess. 

Over $66,000 to $68,000: 

Take tax on first $66,000—$15,613.50. 
Add $42.00 on each $100 excess. 

Over $68, 000 to $70,000: 
Take tax on first $68,000—$16,453. 50. 
Add $43.05 on each $100 excess. 

Over $70,000 to $72,000: 
Take tax on first $70,000—$17,314.50. 
Add $44.10 on each $100 excess. 

Over $72,000 to $74,000: 
‘Take tax on first $72,000—$18,196.50. 
Add $45.15 on each $100 excess. 

Over $74,000 to $76,000: 
Take tax on first $74,000—$19,099.50. 
Add $46.20 on each $100 excess. 

Over $76,000 to $78,000: 
Take tax on first $76,000—$20,023.50. 
Add $47.25 on each $100 excess. 

Over $78,000 to $80,000: 
Take tax on first $78, 000—$20,968.50. 
Add $48.30 on each $100 excess. 

Over $80,000 to $82,000: 
Take tax on first $80,000—$21,934.50. 
Add $49.35 on each $100 excess. 

Over $82,000 to $84,000: 
Take tax on first $82,000—$22,921.50. 
Add $50.40 on each $100 excess. 

Over $84,000 to $86,000: 
Take tax on first $84,000—$23,929.50. 
Add $51.45 on each $100 excess. 

Over $86,000 to $88,000: 
Take tax on first $86.000—$24,958.50. 
Add $52.50 on each $100 excess. 

Over $88,000 to $90,000: 
Take tax on first $83,000—$26,008.50. 
Add $53.55 on each $100 excess. 

Over $90,000 to $92,000: 
Take tax on first $90,000—$27,079.50. 
Add $54.60 on each $100 excess. 

Over $92,000 to $94,000: 
Take tax on first $92,000—$28,171.50. 
Add $55.65 on each $100 excess. 
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Over $94,000 to $96,000: 
ake tax on first $94,000—$29,284.50. 

Add $56.70 on each $100 excess. 
Over $96,000 to $98,000: 

Take tax on first $96,000—$30,418.50. 
Add $57.75 on each $100 excess. 

Over $98,000 to $100,000: 
Take tax on first $98,000—$31,573.50. 
Add $58.80 on each $100 excess. 

Over $100,000 to $150,000: 
Take tax on first $100,000—$32,749.50. 
Add $630 on each $1000 excess. 

Over $150,000 to $200,000: 
Take tax on first $150,000—$64,249.50. 
Add $672 on each $1000 excess. 

Over $200,000 to $300,000: 
Take tax on first $200,000—$97,849.50. 
Add $714 on each $1000 excess. 

Over $300,000 to $500,000: 
Take tax on first $300,000—$169,249.50. 
Add $745.50 on each $1000 excess. 

Over $500,000 to $1,000,000: 
Take tax on first $500,000—$318,349.50. 
Add $756 on each $1000 excess. 

Over $1,000,000: 
Take tax on first $1,000,000—$696,349.50 
Add $766.50 on each $1000 excess. 

UTOPIA WHILE YOU WAIT 

The Independent Order of Business Men, Limited, has been 

registered at Somerset House as a company limited by guarantee, 

without share capital. It would be impossible adequately to sum- 

marize the objects of the concern, unless one says that the aim is to 

create a new heaven and a regenerated earth. The order is to consist 

of a central lodge, branches, and minor, major and grand lodges, ac- 

cording to the number of members. Membership is to consist of as- 

sociates (“one-man business” men), instructors (professional men), 

fellows (employers of labor), wardens (executive officers), presi- 

dents (to conduct the lodge instructions), commanders (members 

distinguished in law, politics, business affairs, literature, and other- 

wise). Perhaps the most remarkable feature of the affair in these 

days is the fact that each member is to be entitled to use the letters 

of the order, “O.B.M.,” after his name, together with a letter indicat- 

ing his rank, as A.O.B.M., F.0.B.M., etc. Which only goes to prove 

that one may sometimes find quite a lot of psychology in a 

memorandum of association—(From “The Accountant.” ) 
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THE 
CANADIAN CHARTERED ACCOUNTANT 

PUBLISHED QUARTERLY UNDER THE AUSPICES OF THE 
DOMINION ASSOCIATION OF CHARTERED ACCOUNTANTS 

Subscription $1.00 per annum in advance. 

The Publication Committee will be pleased to receive contributions on 
subjects of interest. Papers which may not be deemed suitable will be 
returned, if desired. 

All communications to be addressed to “The Canadian Chartered 
Accountant,” 518 Continental Life Building, Toronto, Ont. 
a ee 

PUBLICATION NOTICE 

HE Committee on Publications, with the approval of. the 

26 Dominion Association, propose publishing the “Canadian 

Chartered Accountant” every two months instead of quarterly, 

as now, commencing with the first number of Volume XI. Owing 

to the high cost of production, the subscription price will be raised 

to $2 per year, payable in advance. 

EXCISE TAX LICENSES 

HE Department of Customs and Inland Revenue announce that 

T Sale Tax Licenses, as required under the Amendment to the 

Special War Revenue Act, 1915, passed at the late session, 

are ready for issue, and application forms may be had from the 

Department or local collectors. Retailers, jewellers, manufacturers, 

etc., not in possession of Licenses on the 15th November, 1920, will be 

subject to a penalty, as provided in the Act. 

INCOME AND BUSINESS PROFITS RATES 

LSEWHERE in this number will be found tables of the Rates 

of Taxes payable, from time of enactment to date, under the 

Income War Tax Act, 1917, and the Business Profits War 

Tax Act, 1916. These tables were prepared by a member of the 

Ontario Institute and will be a great convenience to accountants in 

making up tax returns. 
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INCOME TAX TABLES 

Tax Tables, as published in October issue last. year, revised 

to agree with the latest amendments to the Act, and they 

will be found in another part of this issue. 

A T the reauided of several enhecrineet we have had the fasted 

THE BANKRUPTCY ACT 

HE address by Mr. G. T. Clarkson, F.C.A., of Toronto, on the 

new. Bankruptcy Act, delivered at the Dominion Association. 

of Chartered Accountants Convention on the 14th of September 

last was listened to by a large audience, and a hearty vote of thanks 

and appreciation was passed to Mr. Clarkson for his valuable paper. 

We hope to publish this address in full in the January number of the 

magazine. 

The chisel Institute of Secretaries, of Joint Stock Companies 
and other Public Bodies. 

London, Eng., 3rd August, 1920. 

J. W. Benson, Esq., A.C.LS., 

Hon. Secretary, 

Canadian Branch (Montreal). 

Dear Sir:— 

On page 45 of the “Canadian Chartered Accountant” for July, 

1920, there is a note concerning the formation of the Canadian 

Branch. You will notice that it refers only to Company Secretaries 

and that the title of the Institute is not fully given, the words 

“and other Public Bodies” having been omitted. As it stands, this 

notice only refers to Company Secretaries, and it might give the 

impression that no others were eligible for membership. Perhaps 

you would be good enough to communicate with the Editor of the 

“Canadian Chartered Accountant” in order that this point may be 

made clear in future issues. 

Yours faithfully, 

(Signed) G. D. ROUTLEDGE, 

for Secretary. 

(We are pleased to make this correction.—EDITOR. ) 
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EDITORIAL, NOTES, ETC. 

PERSONALS 

Messrs. Riddell, Stead, Graham and Hutchison, Chartered Ac- 

countants, Montreal and Winnipeg, announce that Mr. Joseph Bell, 
who went overseas on military service, has decided to remain in 

England and has retired from the firm. The Winnipeg practice will 

be continued under the same firm name with Mr. W. D. Glendinning, 

C.A., as resident partner in charge. 

Messrs. Robert Miller and Company, Montreal, announce the 

removal of their offices to 71A St. James Street, 

= 

“Accountant wanted for motor companies in west; must have 

experience in bookkeeping.”—-Weekly Paper. 

Not perhaps an unreasonable stipulation in the circumstances. 

—Exchange. 

FROM WINNIPEG FREE PRESS 

Bookkeeper wanted—I am open to dispose of my connection as 

‘accountant and auditor, as I am going east; at present earning $225 

per month and plenty of time to spare; can get more work if wanted; 

am turning down work all the time; not much experience required. 

Apply in first instance, stating highest offer, to Box 1794, Free Press. 

We have room on our staff for one or two men capable 

of handling audits without supervision and directing the 

work of assistants. Preference will be given to holders of 

C.A. degree. Liberal salary and good prospects to men who 

can meet the requirements. All communications confidential. 

DADSON, FITZGERALD & COMPANY, 

Huron and Erie Building, 

Windsor, Ontario. 
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THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS OF ONTARIO 

Mo 

i 

, 

(Incorporated 1883.) 

R. J. Dilworth, President. T. Watson Sime, Secretary. 

W. J. Valleau, Registrar. 

The 87th Annual General Meeting of the Institute of Chartered 

_ Accountants of Ontario was held at the Hotel Carls-Rite, Toronto, 
on Saturday morning, July 17th, and was largely attended, repre- 

sentatives from many parts of the province being present. 

The work of the Council for the past year was reviewed by the 

President, Mr. Robert J. Dilworth, of Toronto, whose address was 

of much interest and showed continued progress, 

The election of the Council and officers for the ensuing year re- 

sulted as follows:— 

President, R. J. Dilworth; First Vice-President, Rutherford Wil- 

liamson; Second Vice-President, Arnold Morphy; Secretary-Treas- 
urer, T. Watson Sime. 

Council—Burns, R. Easton, Kingston; Crawley, Arthur A., Ot- 

tawa; Eddis, J. Wyndham, Toronto; Higgins, Fred Page, Toronto; 

Morphy, Arnold, Toronto; Sime, T. Watson, Toronto; Clarkson, G, 

T., Toronto; Dilworth, R. J., Toronto; Edwards, George, Toronto; 

Gunn, Edmond, Toronto; Jewell, Francis G., London; Mulholland, 

G. M., Toronto; Neff, Arthur C., Toronto; Pontifex, Bryan, Toronto; 

Williamson, R., Toronto. 

Representatives on Council of the Dominion Association of 

Chartered Aecountants—Arthur C. Neff, Bryan Pontifex, Osler 
Wade. 

Auditors—W. K. Colin Campbell, Kris A. Mapp. - 

At the conclusion of the business meeting a luncheon was held 
at the Carls-Rite, which was much enjoyed by the members present. 

It is with regret we have to announce the death on September 

17th, after a short illness, of Mr. Quincy D. Day, a member of the 

Ontario Institute since 1910. 
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THE INSTITUTE OF 

CHARTERED ACCOUNTANTS OF 

NOVA SCOTIA 

—_——_— > 

(Incorporated 1900.) 

G. Wallace Dickson, President. HH. D. Creighton, Secretary. 

The annual examinations were held in May and the number 

of students competing was the largest in several years. There were 

six entries for the Preliminary and two were passed. The Inter- 

mediate grade there was one failure out of fifteen entries, and one 

of the two Final candidates was successful. 

As a result of the Final Examinations, Mr. Joseph L Francis, of 

Sydney Mines, N.S., was granted a Diploma of Accountancy and 

admitted a member of this Institute. 

THE INSTITUTE OF 

- CHARTERED ACCOUNTANTS OF ®& 

BRITISH COLUMBIA 

‘f2\0 |S 
7 2, = = ee 

‘, al, es Ala bY 

uO oe 

(Incorporated 1905.) 

J. B. Woodthorpe, President. H. D. Christie, Secretary-Treasurer. 

At the Fifteenth Annual General Meeting of the Institute held 

in Vancouver, B.C., on Wednesday, July 14th, 1920, many items of 

interest to the profession were discussed. The report of the retir- 

ing president, Mr. W. S. Buttar, dealt with, amongst other matters, 

the proposed new by-laws and regulations, the raising of the mem- 
bership subscription, the holding of the annual examinations in 

December instead of May, as heretofore, and the alteration of the 

end of the Institute’s financial year to 3lst January, instead of 30th 

June. 
The following members were elected to serve on the Council dur- 

ing the ensuing year, viz—A. L. C. Chalk, H. C. Chiene, J. D. 

Forsyth, H. D. Christie, A. H. Edwards, A. F. Griffiths, G. F. Gyles, 

G. E. Winter, J. B. Woodthorpe. 
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Messrs. G. E. Winter and G. Tansley were elected to represent 

the Institute at the meeting of the Dominion Association of 
Chartered Accountants, to be held in Toronto in September next, 

and it was decided to invite the members of the Dominion Associa- 

tion to visit Vancouver in 1921 as the guests of the British Columbia 

Institute. 

At a Council meeting held subsequently the following officers 

were elected:— =~ 

President, J. B. Wiskdihorses Vice-President, G. F. Gyles, ticre: 

tary-Treasurer, H. D. Christie. 

The following resolutions were also passed :— 

(1) That the annual dues of the members practising in British 

Columbia be raised from $15.00 to $25.00 per annum. The non- 
practising members’ fees to remain the same, viz., $15.00, and that 
members resident outside the Province be also charged $15.00 _ 

annum as formerly. 

(2) That the Financial year of the Institute end on the 3ist 

January in each year, and _ the accounts be made up to the 

81st January next. 

(3) That the next Intermediate and Final Examinations of the 

Institute be held on the ist, 2nd and 3rd of December, 1920, and 

that in future these examinations be held annually in December. 

Applications for the December examinations should be in the Secre- 

tary’s hand by the 81st of October. 

IE AR - {HE INSTITUTE OF CHARTERED 
“A mtg V5 Setar? 

ACCOUNTANTS OF SASKATCHEWAN 

(Incorporated 1908.) 

B. R. Masecar, President. Thomas Lax, Secretary. 

A matter of importance to the members of the Institute is 

authorized Tariff of Fees. In common with other professions, ac- 

countants have had to face rising costs without a corresponding in- 

crease in fees. The council, realizing this, has authorized a new 

tariff more in keeping with present values. The new form, at pre- 

sent in the press, is a handy size for mailing purposes, and arrange- 
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ments are being made to supply members with quantities at a rea- 

sonable figure. A copy will be mailed to all members at an early 

date. 

The replies to the request for information relative to taxation 

were not as numerous as the committee in charge anticipated, and 

members are again requested to forward to the Secretary without 

delay any rulings or interesting information they may possess with 
regard to Federal Taxation. 

Mr. D. A. Henderson, Inspector of Taxation in the district of 

Prince Albert, and a member of this Institute, is arranging a 

series of lectures dealing with the problems of Accountancy and 

Taxation for the business men of Prince Albert and district. 

The by-laws have been consolidated and a printing of a new 

issue authorized. It is expected to have same ready for publication 

at an early date. 
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The Association of Accountants in Montreal 

APEDAILE, J. L., c/o Price Bros., Quebec. 

BAKER, C. W., 232 St. James Street, Montreal. 

BAKER, E. M., 117 Church Street, Windsor, Ontario. 
BALLANTYNE, A., c/o Marwick Mitchell and Company, Montreal. 
BENNETT, E. J., 1528 Bank of Hamilton Building, Toronto. 

BIRNIE, J. G., 232 St. James Street, Montreal. 

BLACKSTONE, F. GorDON, 1008 Eastern Township Building, Montreal. 

BRIMACOMBE, L., 180 St. James Street, Montreal. 
Bropig, A. B., 608 Dominion Express Building, Montreal. 

BurDEN, G. S., 80 St. Francois Xavier Street, Montreal. 

CAMPBELL, S. R., 142 Notre Dame street West, Montreal, 

Cinq Mars, A., 50 Notre Dame Street West, Montreal. 
CuacuE, J. A. Sun Life Assurance Company, Montreal. 
CLAPPERTON, H. D., 80 St. Francois Xavier Street, Montreal. 
Cote, A. W., 157 St. James Street, Montreal. 
Cote, ERNEST C., 84 Commercial Union Building, Montreal. 
Cross, A., 142 Notre Dame Street West. Montreal. 
Currig, G. S., 179 St. James Street, Montreal. 
CusHING, L., 80 St. Francois Xavier Street, Montreal. 

DAVENPORT, GEO., Room 200, 103 St. Francois Xavier St., Montreal. 
Dowlrg, L. A., 10 Adelaide Street East, Toronto. 
DURNFORD, GEO., 189 St. James Street, Montreal. 

Epwarps, H. P., 107 St. James Street, Montreal. 

FERRIE, R., 802 Royal Bank Building, Torento. 
Fisk, A. K., 708-4 Eastern Townships Bank Building, Montreal. 

GAGNON, P. A., 816 Quebec Bank Building, Montreal. 
Gowan, A. A., 17 St. John Street, Montreal. 
GRANT, J. A., 142 Notre Dame Street West, Montreal. 

Hains, JoHN McD., 412 Coristine Building, Montreal. 
Hi, M. S. T., 2835 Board of Trade Building, Montreal, 
Hopeson, C. A., 80 St. Francois Kavier Street, Montreal. 

Hopeson, G. W., 511 Power Building, 88 Craig Street West, Montreal. 
Hope, A. E. M., 263 St. James Street, Montreal. 
Hunter, Geo. Jk., 80 St. Francois Xavier Street, Montreal. 
HurcHison, Jas., 80 St. Francois Xavier Street, Montreal. 
HyprE, JOHN, 18 St. Alexis Street, Montreal. 

JONES, G. McCarry, $54 Luorne Crescent, Montreal. 
JONES, W. S., 187 MeGill Street, Montreal. 
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Kerr, DAvip S., 232 St. James Street, Montreal. 

KING, HAROLD, 591 St. Catharines Street West, Montreal. 
KINGAN, G. B., 120 St. James Street, Montreal. 

KENT, L., 180 St. James Street, Montreal. 

L’HEvuREvux, J. A., 296 St. Paul Street West, Montreal. 
LABELLE, J. Z., Riddell, Stead, Graham & Hutchison, 80 St. Francois 

Xavier Street, Montreal. 

LARUE, J. A., 126 Rue St. Pierre, Quebec. 

MAcINTOSH, P., 157 St. James Street, Montreal. 

McDoNnALD, G. C., 179 St. James Street, Montreal. 

McNags, J. C., 201 Royal Trust Building, Montreal, 
Minctey, H. E., 103 St. Francois Xavier Street, Montreal. 

MiLuar, RoBERT, 71A St. James Street, Montreal. 

MITCHELL, A. F., 69 St. Francois Xavier Street, Montreal. 

MUNDELL, W. J., 27 Alloway Avenue, Winnipeg, Man. 

Murray, JR., J. R., 241 Clarke Ave., Westmount, Que. 

PARENTEAU, L. C., 103 St. Francois Xavier Street, Montreal. 

PATERSON, C. A., 157 St. James Street, Montreal. 

PATERSON, JOHN, 80 St. Francois Xavier Street, Montreal. 

PAYNE, GorDON §., 232 St. James Street, Montreal. 

PECKHAM, S. BRITTAIN, 142 Notre Dame Street West, Montreal. 

PEEL, EDWIN, 109 Board of Trade Building, Montreal. 

Piper, H. S. T., 210 Madison Avenue, Montreal. 

PLIMSOLL, A. H., 210 Milton Street, Montreal. 
PROBYN, PERCIVAL, 145 St. James Street, Montreal. 

RATHIE, A. H., 470 Granville Street, Vancouver, B.C. 

RATHIE, W. W., 120 St. James Street, Montreal. 

RIDDELL, A. F., 80 St. Francois Xavier Street, Montreal. 

RITcHIE, C. F., 211 McGill Street, Montreal. 

ROBERTSON, A. S., 128 Bleury Street, Montreal. 

Ross, ALEX. F. C., 142 Notre Dame Street West, Montreal. 

Ross, J. G., 142 Notre Dame Street West, Montreal. 

Ross, JOHN W., 142 Notre Dame Street West, Montreai.. 
Ross, R. C., 80 St. Francois Xavier Street, Montreal. 

Scott, GORDON W., 142 Notre Dame Street West, Montreal. 
SHarp, F. W., 501 Power Building, Montreal. 

SKELTON, C. HAROLD, 703-4 Eastern Townships Bank Building, Mont- 

real. 

SMIBERT, ALFRED, 80 St. Francois Xavier Street; Montreal. 
SmiTH, H. MEREDITH, 180 St. James Street, Montreal. — 
Steap, A. C., 80 St. Francois Xavier Street Montreal. 

STEVENSON, A. W., 802 Eastern Townships Bank Building, Montreal. 

STEVENSON, REGINALD C., c/o A. K. Fisk, Skelton & Co., 263 St. James 

St., Montreal. 

TANSLEY, GORDON W., 205 St. James Street, Montreal. 

THOMSON, W. GARTH., 260 St. James Street, Montreal. 
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TRUDEL, EUGENE, 126 St. Peter Street, Quebec, Que. 

; TURNBULL, F. MARTIN, 501 Power Building, Montreal. 

8. TURVILLE, FRANK P., 17 St. John Street, Montreal. 

Wison, Rost., Board of Trade Building, Montreal. 
Witson, W. S., 83 Bank of Ottawa Building, Montreal. 

WuRTELE, E. F., Box 67 Station “B”, Montreal. 

The Institute of Chartered Accountants of Ontario 

; Apams, A. W., 86 Toronto Street, Toronto. 
ALLEN Lortus A., 408 Manning Chambers, Toronto. 

ANDERSON, J. DONALD, 303 Board of Trade Building, P. O. Box 95, 

Montreal. 

ANpREWS, W. S., 4 Beaumont Road, Toronto. 

ARCHER, L. W., 4 Coulson Avenue, Toronto. 

: ARNOLD, ARTHUR, Blantyre Avenue, Toronto. 

ATKINSON, J. L., Room 21, 10 Adelaide St. East, Toronto. 

BARBER, HENRY, 18 Wellington Street East, Toronto. 

Bates, H. S., 193 Sparks Street, Ottawa. 

BaxTeR, P. C., 26 Queen Street East, Toronto. 

Breac, G. M., 18 Oriole Gardens, Toronto. 

BENSON, WM. C., Bank of B.N.A., London, Ont. 

BERNER, WALTER G., 708 Continental Life Building, Toronto. 

BLANCHARD, A., 93 Worthington Street West, North Bay. 

BLATCH, G. L., 193 Sparks Street, Ottawa. 

BouNSALL, R. H., 193 Sparks Street, Ottawa. 

Brown, J. ALBERT, Athelma Apartments, Toronto. 

BUNNELL, A. K., City Hall, Brantford. 

Burns, R. E., Ontario Chambers, Kingston. 

CALDER, A. G., 58 Bank of Toronto Chambers, London, Ont. 

CAMPBELL, G. D., 59 Yonge Street, Toronto. 

CAMPBELL, W. K. COLIN, 59 Yonge Street, Toronto. 

CARSWELL, WM., 121 Shearer Street, Montreal. 

CHAMBERLAIN, A. F., 74 Nepean Street, Ottawa. 

Cuark, T. S., Cobalt, Ont. 

CLARKE, J., 32 Church Street, Toronto. 

CLARKE, J. J., Room 5, 25 Toronto Street, Toronto, Ont. 

CLARKSON, E. R. C., 15 Wellington Street West, Toronto. 
CLARKSON, G. T., 15 Wellington Street West, Toronto. 

Cooper, R. J., 48 Heath Street East, Toronto. 

Craic, W. H., 109 Gore Street, Kingston. 

CRAWFORD, J. E., 109 Cuthertson Block, Fort William. 

CRAWLEY, A. A., 50 Albert Street, Ottawa. 
CRINGAN, J. W., 633 Church Street, Toronto. 

CULLEN, H. AUSTIN, 120 Dowling Avenue, Toronto. 

CUNNINGHAM, G. DEH., 165 Spark Street, Ottawa. 

CUNNINGHAM, J. F., 165 Spark Street, Ottawa. 
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DAWSON, P. H. B., Union Bank Chambers, Fort William. 

DitworTH, R. J., 15 Wellington Street West, Toronto. 
DOGGERELL, A. J., 776 Wellington Street, London. 

DRAPER, GORDON V., 402 Royal Bank Building, Toronto, 
DUNLOP, W. M., 193 Sparks Street, Ottawa. 

Eppis, C. S., Continental Life Building, Toronto. 

Eppis, J. W., Continental Life Building, Toronto. 

EpWArps, A. GEOFREY, 10 Adelaide Street East, Toronto. 

EDWARDS, GEO., 10 Adelaide Street East, Toronto. 

EDWARDS, H. Percy, 10 Adelaide Street East, Toronto. 

EDWARDS, JOHN M., 10 Adelaide Street East, Toronto. 

EDWARDS, OSWALD N., 604 McGill Building, Montreal. 

FALLs, A. F., Victoria Block, Chatham, Ont, 

FArIsH, D. H. M., 1072 Bathurst. Street, Toronto. 
FENTON, WILSON, 17-31 King Street East, Toronto. 
FERGUSON, W. S., Forum Building, Toronto. 

FLEMING, C. A., 823 Second Avenue, Owen Sound. 

GAWTHORP, H. H., 9 Fernwood Park Avenue, Toronto. 

GEGGIE, THOMAS P., 116 Dowling Avenue, Toronto. 
GEORGE, JAMES, 921 Bank of Hamilton Building, Toronto. 

GERRY, NELSON B., 14 Indian Road, Toronto. 

GipBs, FRANK P., McLagan Furniture Company, Stratford. 
GLATT, GEO. F., 24 King Street West, Toronto. 

GODFREY, THOS. D., 640 Huron Street, Toronto. 

Gopson, W. P., 30 Leopold Street, Toronto, 
GOLDMAN, L., 112 King Street West, Toronto. 

GOODMAN, M., Room 34, 14 St. John Street, Montreal. 

GorDon, H. D. L., 15 Wellington Street West, Toronto. 
GRANT, RUSSELL R., 302 Avenue Road, Toronto. 

GUILFOYLE, HARVEY E., 15 Wellington Street West, Toronto. 
GUNN, EDMOND, 25 Toronto Street, Toronto. 

HAMMILL, LANSDALE, 1603 Royal Bank Building, Toronto. 

Hampton, JAs. H., 47 Adelaide Street East, Toronto, 

HARBINSON, V. D., 408 Manning Chambers, Toronto. 

Harpy, JAMES, 15% Toronto Street, Toronto. 
Haywoop, L. J., 48 Canada Life Building, Toronto. 

Hiaerns, F. P., 47 Adelaide Street East. Toronto, 

HiLeorn, MELVIN, 1026 Bank of Hamilton Building, Toronto, 
HILLMAN, H. P. L., 648 Ontario Street, Toronto. 

Hitt, T. Percy, 145 St. James Street, Montreal. 

Houston, Wm. F., 32 Chureh Street, Toronto. 
Howson, E. J., 1026 Bank of Hamilton Building, Toronto. 
Hupson, O. M., 32 Church Street, Toronto. 

HuGHES, JOHN, Hudsons Bay Company, Winnipeg. 

Hurst, FRED. C., 25 Toronto Street, Toronto. 
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JACKSON, J. A., 150 Carling Avenue, Ottawa. 

JAMIESON, H. T., 1401 Royal Bank Building, Toronto. 

JENKINS, THOS., 15% Toronto Street, Toronto. 
Jzpucotrt, A., 469 King Street West, Toronto. 

JEWELL, F. G., 314 Dominion Savings Building, London. 

JOHNSON, R. W., “Times” Building, St. Thomas, 
JOHNSTON, R. L., 183 Church Street, Toronto. 

KERNAHAN, W. T., 17 Gould Street, Toronto. 
Kerk, FRANK L., 15 Wellington Street West, Toronto. 

KETTLEWELL, W. C., 105 Davenport Road, Toronto. 

Kipp, F. H., 5-6 Merchants Bank Building, Nanaimo, B.C. 

Kittson, H. N., 25 Main Street West, Hamilton, 

LANG, J. N., 86 Adelaide Street East, Toronto. 

LANGLEY, J. P., McKinnon Building, Toronto. 
LARMONTH, E. A., 46 Elgin Street, Ottawa. 

LAWLESS, THOs. E., 304 Crown Life Building, Toronto. 

Lawson, A. T., Canadian National Railways, Toronto. 

LEISHMAN, E. J., 906 Excelsior Life Building, Toronto. 

LEVACK, W. P., 99 Northcliffe Avenue, Toronto, 

Lorp, H. L., St. Blaise, Que. 

LORIMER, W. A., 165 Beech Avenue, Toronto. 

MACDONALD, D. B., 32 Church Street, Toronto. 

MACKAY, JOHN, 70 Centre Avenue, Toronto. 

MACNAMARA, THEO. T., 10 Adelaide Street East, Toronto. 

Ma4ppP, J. Victor, 5 Manning Arcade Annex, Toronto. 

Mapp, Kris A., Room 21, 10 Adelaide Street East, Toronto. 

MarTIN, J. S., 67 Lowther Avenue, Toronto. 

MARTIN, N. L., 73 King Street West, Toronto. 
MERSON, G. O., 807 Lumsden Building, Toronto. 

METHERELL, W. C., 20 Sun Life Building, Hamilton, Ont. 
MILNE, A. M., 50 Albert Street, Ottawa. 

MorGAn, W. P., 10 Adelaide Street East, Toronto. 

_MorpuHy, ARNOLD, 50 Maitland Street, Toronto. 

Morrison, G. W., 70 Wellington Street West, Toronto. 

Morrison, S. A., Union Bank Building, Toronto. 

Morris, W. R., 375 Water Street, Peterboro’. 
Mortimer, H., Confederation Life Building, Toronto. 

MULHOLLAND, G. M., 1026 Bank of Hamilton Building, Toronto. 

Moutrig, J. T., Vernon, B.C. 
MCCLEAN, C. M., 172 Bellefair Avenue, Toronto. 

MCCLELLAND, D. McK., 802 Royal Bank Building, Toronto. 

McDeERMD, E. B., 711 Rogers Building, Vancouver, B.C. 

McLEop, NORMAN B., 803 Kent Building, Toronto. 

McMIcHAEL, A. R., 706 Continental Life Building, Toronto. 

McMILLAN, JAMES, 295 Princess Avenue, London. 
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McNABB, JOHN D., 15 Wellington Street West, Toronto. 
McPHERSON, R. S., 1026 Bank of Hamilton Building, Toronto. 

NASMITH, H. C., Port Perry, Ont. 

NerFr, A. C., 70 Victoria Street, Toronto. 

Oster, A. E., Jordon and Melinda Streets, Toronto. 

PARKER, ANGUS M., 57 Silver Birch Avenue, Toronto. 

PARKER, C. J., 10 William Street, Brantford. 

PELLING, C. H., 15 Wellington Street West, Toronto. 

PENTELOW, W. M., 11 Stuart Street, Guelph. 

PETERS, GORDON A., 24 King Street West, Toronto. 

PeTTiT, W. H., 32 Church Street, Toronto. 

PIRIE, W. S., 883 Somerset Street, Ottawa. 

PONTIFEX, BRYAN, 906 Excelsior Life Building, Toronto. 

ROBERTS, C. PERCY, 38 Carlton Street, Toronto. 

ROBERTS, F. E., 25 Toronto Street, Toronto. 

ROBERTSON, I. P. McI., 70 Victoria Street, Toronto. 

ROBERTSON, JOHN B., 24 King Street West, Toronto. 

ROBINS, JNO. F., P.O. Box 41, Toronto. 

ROBINSON, M. H., 17 St. John Street, Montreal. 

Ross, W. J., Sudbury, Ont. 

ROUGVIE, JOHN N., 510 Union Bank Building, Ottawa, Ont. 

ROWLANDS, R. F., 48 Victoria Street, Toronto. 
RUMBLE, I. A., 24 King Street West, Toronto. 

Scott, C. S., 28 James Street South, Hamilton. 

Scott, S. C., City Hall, Toronto. 

SCULLY, JAMES M., Kitchener, Ont. 

SEBURN, T. I., 19 Melinda Street, Toronto. 

SHEPARD, A. B., 1026 Bank of Hamilton Building, Toronto. 
SHIACH, H. A., 86 Adelaide Street East, Toronto. 

SHIELL, Rost., 15 Wellington Street West, Toronto. 

SHORT, FRANK G., 43 Victoria Street, Toronto. 

SHULTIs, A., 44 William Street, Brantford. 

SimE, T. WATSON, 728 Bank of Hamilton Building, Toronto. 
SMITH, G. E. F., Care of Dominion Canners, Limited, Hamilton 

SMITH, JAMEs §S., 47A Pearson Avenue, Toronto. 

SorRLEY, 8. H., 1026 Bank of Hamilton Building, Toronto. 
Soutar, A. F., 6 Cuthbert Cresent, Toronto. 

SPENCE, R. F., Room 28, 82-88 King Street East, Toronto. 

STEPHENS, H. A., 22 Church Street, Toronto. 

STEPHENS, R. E., 320 St. George Street, Toronto. 

StirF, F. J., 728 Bank of Hamilton Building, Toronto. 

StirF, G. U., 728 Bank of Hamilton Building, Toronto. 

STONE, C. E., 7 King Street West, Toronto. 

SuTCLIFFE, J. I., 28 Wellington Street East, Toronto. 

TAYLOR, S. A., 166 Browning Avenue, Toronto. 
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TAYLOR, W. D., 15 Wellington Street West, Toronto. 

THORNE, JOHN L., 1026 Bank of Hamilton Building, Toronto. 
TINDALL, W. B., 26 Ernest Avenue, Toronto. 

Topp, A. H., 245 Bathurst Street, Toronto. 

TOLLEY, W. A., City Auditor, City Hall, Ottawa. 

TOWNSEND, S. E., 7 Iroquois Avenue, Toronto. 

TURNER, JAMES (T. Eaton Co., Ltd.), Toronto. 

VANSTONE, H. W., 1026 Bank of Hamilton Building, Toronto. 

VIGEON, Harry, 2 Leader Lane, Toronto. 

VIGEON, H. FRANK, 2 Leader Lane, Toronto. 

WADE, OSLER, 32 Front Street West, Toronto. 

WALKER, A. J., 86 Adelaide Street East, Toronto. 
WALLACE, JOHN D., 86 Adelaide Street East, Toronto. 

WELCH, Harry J., 59 Yonge Street, Toronto. 

WELCH, Gro. A., 46 Elgin Street, Ottawa. 

WESTERVELT, J. W., London. 
WILLIAMSON, R., 86 Adelaide Street East, Toronto. 

Woop, E. R., 26 King Street East, Toronto. 

Younec, J. H., 64 Wellington Street West, Toronto. 

Youne, R. E., 48 Canada Life Building, Toronto. 

The Institute of Chartered Accountants of Manitoba 

ANDERSON, J. S., 610 McArthur Building, Winnipeg. 

ANDERSON, THOS., 141 Sherbrook Street, Winnipeg. 

ARMSTRONG, A., 808 Confederation Life Building, Winnipeg. 

ASHLEY, A. V., 808 Confederation Life Building, Winnipeg. 

BAKER, R. J., 896 McMillan Avenue, Winnipeg. 

BELL, JOSEPH, 409 Merchants Bank Building, Winnipeg. 

BROWN, S. GEORGE, 201-4 Northern Crown Building, Winnipeg. 

CHAPLIN, E. V., 1122 Standard Bank Building, Vancouver. 

CHERRY, H. M., c/o A. E. Esling, Esq., 190 Elm St., River Heights, 

Winnipeg, Man. 

CHIDWICK, C. R., 805 Electric Railway Chambers, Winnipeg. 

CLERKE, ALFRED STUART, 511 Union Bank Building, Ottawa, Ont. 

COOPER, DAVID, 301 Enderton Building, Winnipeg. 

CORBOULD, C. D., 649 Somerset Block, Winnipeg. 
CORDNER, JNO. J., 509 Electric Railway Chambers, Winnipeg, Man. 

CraGcs, G. SOMERVILLE, 234 Portage Avenue, Winnipeg. 

CrossIn, A. L., 234 Portage Avenue, Winnipeg. 

DONOVAN, MAURICE §., 288 Simcoe Street, Winnipeg. 

DRENNAN, K. W., 200 Belgica Block, Winnipeg. 

DuNwoopy, J. M., 188 Evanson Street, Winnipeg. 

FANSHAWE, ALEX. J. J., 610 McArthur Building, Winnipeg. | 

FLEMING, HENRY H.,.c/o Christy Grant & Company, Winnipeg. 
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GABRIEL, CHAS. FELIX, 804-5 Lindsay Building, Winnipeg. 

Grips, A. WISEMAN, 604 Trust and Loan Building, Wimnipeg. 

GILBERT, F. C., 305 Electrie Railway Chambers, Winnipeg. 

GLENDINNING, W. D., 409 Merchants Bank Building, Winnipeg. 

GRANT, JAMES, 502 Trust and Loan Building, Winnipeg. 
GRANT, W. Ross, 409 Merchants Bank Building, Winnipeg. 

Gray, WILLIAM, 502 Trust and Loan Building, Winnipeg. 

Gricecs, B. F., 804 Lindsay Building, Winnipeg. 

HaAyYwarp, R. H., 14 Monadneck Building, Winnipeg. 

HENDERSON, W. A., 508-9 Winnipeg Electric Chambers (P.O. Box 
805), Winnipeg. 

HOLLANDS, W. W., 338 Redwood Avenue, Winnipeg. 
HOPKINSON, J., 110 Princess Street, Winnipeg. 

Howat, HuGu, Care of Arctic Ice Co., Winnipeg. 

HutTTON, D. R., 201 Northern Crown Building, Winnipeg. 

JEX, W. R., 706 Sterling Bank Building, Winnipeg. 

LAING, GEORGE S., 325 Grain Exchange Building, Winnipeg. 

LAIRD, WM. C., 305 Electric Railway Chambers, Winnipeg. 

LAMPMAN, R. W., National Trust Co., Winnipeg. 

LIGERTWOOD, J. C. M., 12 Wolsely Apartments, Winnipeg. 

LOFTHOUSE, DAvip §., 610 McArthur Building, Winnipeg. 

Loos, G., 176 Marion Avenue, Norwood, Man. 

LovE, W. D., 502 Trust & Loan Building, Winnipeg. 

MACDONALD, W. J., 47 Alloway Avenue, Winnipeg. 

MACDONNELL, R. C., 37 Clement Block, Brandon. 

MACINTOSH, C. P., 610 McArthur Building, Winnipeg. 

MILLAR, JAS. CULROSS, Canada Wheat Board, Winnipeg. 

MORDEN, HAROLD J., 215 Curry Building, Winnipeg. 

Murray, D. A. B., JR., 610 MeArthur Building, Winnipeg. 

NAIRN, J. L., 200 Belgica Block, Winnipeg. 

PALMASON, H. J., 808 Confederation Life Building, Winnipeg. 

PARTON, JOHN, 707 MeArthur Building, Winnipeg. 

PENDER, D. A., 805 Confederation Life Building, Winnipeg. 

PHILLIPS, ARTHUR E., 508 Electric Railway Chambers, Winnipeg. 

PToLEMy, W. J., Provincial Treasurer’s Office, Winnipeg. 

RANKIN, EWEN, 349 Grain Exchange, Winnipeg. 

RATHJEN, THOS. H., 610 McArthur Building, Winnipeg. 

READE, H. T., 407 Quebec Bank Building, Winnipeg. 

READ, E. S., 707 McArthur Building, Winnipeg. 

REID, J. D., 301 Enderton Building, Winnipeg. 

ROBERTS, RICHARD A., 508 Electric Railway Chambers, Winnipeg. 

RONALD, W. S., 804 Lindsay Building, Winnipeg. 

SANBURN, W. G., 210 Curry Building, Winnipeg. 

SAuL, T. W., 349 Grain Exchange, Winnipeg. 
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SAUNDERS, W. J., 1528 Bank of Hamilton Building, Toronto. 

Scott, W. B., 535 Lipton Street, Winnipeg. 

SHarp, G. C., 305 Confederation Life Building, Winnipeg. 

SHELLY, J. J. C., 505 Confederation Life Building, Winnipeg. 
Siasor, Henry, 805 Confederation Life Building, Winnipeg. 
Srm.inc, J. F., 349 Grain Exchange, Winnipeg. 
SwIinForD, H., N. P. Railway, Vancouver, B.C. 

TURNER, F’. C. S., 502 Trust and Loan Building, Winnipeg. 

Wess, T. Harry, 610 McArthur Building, Winnipeg. 

Waite, C. E., 710 Electric Railway Chambers, Winnipeg. 
Wuyte, Davin C., 409 Merchants Bank Building, Winnipeg. 
Woon ey, J. R., 604 Trust and Loan Building, Winnipeg. 

Wy1uiz, J. GiuMour, 707 McArthur Building, Winnipeg. 

Youne, Davin, 1105 Union Trust Building, Winnipeg, 

YOUNG, JOHN A., 201-4 Northern Crown Building, Winnipeg, 
Youne, J. R., 403 Belgica Building, Winnipeg. 

Institute of Chartered Accountants of Nova Scotia 

- Appott, E. H., Truro, N.S, 
Artz, G. J., Finance Department, Ottawa, Ont. 

ATHERTON, J, P., P.O. Box 171, Sussex, N.B. 

BLACKETT, J. R., 319 Barrington Street, Halifax. 

BLANCHETT, P. F., St. John, N.B. 

CARTER, R., Roy Building, Halifax. 

COLDWELL, B. A., c/o Dunfields, Limited, Halifax. 

Cox, ARTHUR E., St. John, N.B. 
CREELMAN, T. W., c/o Imperial Oil, Ltd., Montreal East, Quebec. 

CREIGHTON, H. D., 52 Metropole Building, Halifax. 

CROWELL, H. E., Chronicle Building, Halifax, N.S. 

DENNIS, C. D., Amherst. 
Dickson, G. W., 52 Metropole Buiding, Halifax, 
DusTAN, GEORGE G., St. Paul Building, Halifax. 

FAULKNER, Hon. G. E., 173 Hollis Street, Halifax. 
FRANCIS, Jos. I., Sydney Mines, N.S, 

GLENDINNING, C, H., New Glasgow, N.S. 

HOosBEN, H. G., Fredericton, N.B. 

Houper, G. H., 128 Cunard Street, Halifax. 

JoHNnson, T, H., Keith Building, Halifax. 

KAULBACH, E., P.O. Box 746, Halifax. 

_ LEVERMAN, W. E., Room 26, Roy Building, Halifax. 
: Longarp, E. J., 117 Inglis Street, Halifax. 

_ Mactnryrg, A, P., 250 Rockland Avenue, St, John, NB, 
_ MacIntyre, R. A., Weymouth, N.S. 
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ACCOUNTANTS 
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A NEW YEAR’S MESSAGE TO THE MEMBERS OF 
THE DOMINION ASSOCIATION 

T is customary at this season to review the past year and make 

resolutions for the future. Doubtless we all started out early in 

the year with the best resolves and have now to confess that we 

have fallen far short of the mark we had hoped to attain, but by our 

efforts we have gained much and we look forward with renewed hope 

to the New Year. We have much to be thankful for. 

There is no doubt but that the Chartered Accountant in Canada 

to-day finds his profession more appreciated by the public than ever 

before; greater demands are being made upon him and consequently 

his responsibilities are greater. The membership of the Dominion 

Association continues to grow, and with such growth our opportunities 

of service to our country increase. The wealth of knowledge ac- 

cumulated during years of practice must necessarily so equip those 

who follow our profession as to enable them, if they choose, to be of 

great benefit and service to the communities in which they reside. 

Are we, the members of the Dominion Association, taking as 

prominent a place as we might in the public life of Canada? We 

can make our profession a potent factor in the advancement of our 

community interests by taking an active part, by keeping our ideals 

high, and attempting to measure up to them. 

“There is no influence in any community more potent and power- 

ful for the accomplishment of good than that of the business and 

professional man unselfishly banded together for the purpose of 

promoting the general welfare of the entire citizenship.” 

Our profession has claims upon part of your time and should 

receive your support. At our next Annual Meeting matters of great 

interest to all are to be discussed. Might I, at this time, remind 

you that we meet next August at the invitation of the Institute of 

British Columbia? Make one of your resolutions at this time, that 

you will attend. 

My best wishes for a very happy and prosperious New Year. 

GEORGE E. WINTER, President. 

153 



THE CANADIAN CHARTERED. ACCOUNTANT 

THE BANKRUPTCY ACT* 

By G. T. CLARKSON, F.C.A. 

FEW weeks ago, while on holidays, I was informed, in a casual 

manner, by one of our mutual friends, that I was expected to 

address this Conference on the new Federal Bankruptcy Act. 

I did not take the suggestion seriously, and it came, therefore, as 

somewhat of a surprise to me when I found that I had actually been 

set down to make an address to you on the subject. I have not pre- 

pared any formal paper, but with the Bankruptcy Act covering a wide 

field, as it does, feel that I can best deal with the reasons for its 

enactment, the changes which it brings about and the terms of the 

Act itself by discussing the matter in an informal way. 

Under the British North America Act the Federal Government 

has exclusive control over matters affecting bankruptcy and insol- 

vency, and in the exercise of such powers an Insolvency Act was 

passed by it in 1869. This Act continued in force for about six years, 

but fell into disfavor particularly for the reason that the costs of 

administration under it were felt to be unduly high, and because 

debtors were able to obtain discharges with undue ease. As a result, 

the Act was repealed in 1875, when a new Act was passed. After 

being twice amended, this latter Act was repealed in 1880, since 

which date there has been no Dominion legislation controlling matters 

affecting insolvency excepting the Dominion Winding-up Act, which 

deals exclusively with the liquidation of limited liability corporations. 

With the repeal of the Federal Insolvency Act in 1880, the pro- 

vinces were left under the necessity of passing legislation which 

would provide for the distribution in an equitable manner of the 

assets of insolvent persons and partnerships amongst their creditors. 

Accordingly, Assignments and Preferences Acts were passed by one 

province after another, the Acts being so called for the reason that 

they are founded and based upon the voluntary assignment or transfer 

by a debtor of his assets to a trustee, who, with the realization of 

such assets, is required to divide them among creditors in the manner 

provided by the Assignment Act, and subject to any other laws 

governing property rights in the province where the assets of the 

debtor are situate. The Ontario Assignments and Preferences Act, 

as one of the first of such Acts to be passed by a province, was 

* Address delivered at Annual Convention of the Dominion Asso- 

ciation of Chartered Accountants, Toronto, September 14th, 1920. 
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attacked as ultra vires on the ground that it related to bankruptcy and 

insolvency, which was a matter within the sole control of the Federal 

Parliament. The attack was unsuccessful, the Act being held by the 

Privy Council to be intra vires so long as there was no Dominion 
legislation in force with which it was in conflict. With no Dominion 

legislation—in so far as it affected the insolvency or bankruptcy of 

persons or partnerships—in force between 1880 and 1919, the Pro- 

vincial Assignments and Preferences Acts have, under such judgment 

of the Privy Council, therefore, remained inira vires, and of full force 

and effect, but, with the passage of the new Federal Bankruptcy Act 

in 1919, they will now be ultra vires to all extents to which they may 

conflict with it. This means, in practical effect, that they are now 

superseded by the Bankrutcy Act. | 

In their operation the Assignments and Preferences Acts have 

in most of the provinces provided a simple and economical method 

for the realization and division of the assets of debtors amongst their 

creditors. In certain instances, however, provincial laws governing 

property and civil rights have allowed claims of such character and 

to such extents to be made against the estates of insolvents as have 

penalized trade creditors severely, while at the same time costs of. 

administration in certain provinces—but in certain of them only— 

have become excessive. The Acts are deficient in that, except in 

Quebec, they provide no means whereunder an unwilling debtor can 

be compelled to turn over his assets to his creditors. With the laws 

affecting property and civil rights different in the nine provinces, 

it has been difficult for creditors to keep in touch with all of them, 

in so far as they affect the ranking of claims and the division of 

assets of estates between creditors. None of the Acts provide, nor 

can they provide, for the discharge of a debtor who has been unfor- 

tunate; neither are there provisions preventing a debtor who has 

committed fraud from obtaining a discharge, but with the question 

of discharge resting wholly a matter of bargain between a debtor 

and his creditors, a fraudulent debtor has usually been able to com- . 

pound with his creditors and continue in business. These conditions 

have permitted avaricious creditors, seeking preferment, to penalize, 

if not prevent, an unfortunate debtor from obtaining a discharge, 

except upon terms or special treatment accorded to them; at the same 

time, they have allowed debtors, who have committed fraud, to bar- 

gain with their creditors individually, and frequently to obtain 

discharges at rates which have left them with profit, thus providing 

an incentive to them to again commit fraud as a method of making 

money at the expense of creditors. 
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“While the Dominion Government, since the repeal of the Insol- 

vency Act in 1880, and prior to the passage of the Bankruptcy Act 

of 1919, has refrained from enacting legislation in respect of insol- 

vency, in so far as it affects individuals and partnerships, it has 

exercised control to some extent with respect to the insolvency of 

limited liability corporations, and through the medium of the Do- 

minion Winding-up Act. Under this Act a corporation may be wound 

up after proof of certain conditions making it insolvent, when its 

assets are transferred to a liquidator, who is empowered, under the 

supervision of the Court, to realize upon such assets and divide the 

proceeds amongst creditors. It has been accepted that the Dominion 

Winding-up Act does not prevent a corporation from making an 

assignment under a Provincial Act for the benefit of its creditors, 

but once a Winding-up Order is granted and put in force, it super- 

sedes an assignment. Frequently a Winding-up Order is granted and 

stayed in order to allow a corporation to be wound up under an assign- 

ment previously made as the more economical method of liquidation, 

but in recent years the question has been raised more than once as 

to whether there is not danger in this course, and the possibility that 

all proceedings under an assignment may be made invalid and capable 

of being set aside if a Winding-up Order shall at a later time be 

granted upon a petition filed concurrently with the execution of the 

assignment and thereafter be proceeded with. 

Under the Winding-up Act an unwilling debtor corporation can 

be compelled to hand its assets over to a liquidator for the benefit 

of its creditors, whereas, under the Assignments and Preferences Acts, 

an unwilling debtor cannot be compelled to do so except in the Pro- 

vince of Quebec. One or two classes of claims, which are definitely 

preferred under the Assignments Act—sometimes to the disadvantage 

of trade creditors—are, in addition, preferred under the Winding-up 

Act only if certain conditions can be or have been complied with. The 

Winding-up Act is of the same force and effect throughout the whole 

of the Dominion, whereas the Assignments Acts vary in effect 

according to the laws of each province. Under these conditions one 

- would naturally assume that, curing certain disabilities met with in 

the use of the Assignments Acts, the Dominion Winding-up Act would 

be favorably looked upon by creditors and employed whenever the 

necessity of liquidating a company should arise. This is distinctly 

not the case, however, but, on the contrary, creditors invariably prefer 

to have an insolvent corporation wound up under the Assignments 

Act of the province in which its assets are located, largely because 

of the excessive cost of liquidating such a company under the 
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Winding-up Act. This burden of cost is not entirely due to the terms 

and provisions of the Act itself, but largely to the rules, regulations 

and formalities by which administration of it has become surrounded, 

making it absolutely impossible for any liquidator or his counsel, with 

the constant applications necessary to be made in Court, to complete 

the winding up of an estate with anything like the economy in time 

and money possible under an Assignment Act. As an economical 

medium for the liquidation of limited corporations, the Winding-up 

Act is, therefore, not a complete success; there are also no provisions 

in it facilitating the obtaining of an extension or discharge by a 

corporation against the wishes of minority creditors. 

As a further medium for the winding up of the affairs of limited 

liability corporations, a number of provinces have passed Acts which 

permit the voluntary winding up of companies incorporated under 

charters from such provinces. These Acts do not relate to the winding 

up of companies which are insolvent, but lay down the procedures 

to be adopted for the realization and division of the assets of com- 

panies, able to pay their liabilities in full, which desire to retire from 

business and surrender their charters. I am not very familiar with 

such Acts of other provinces, but that for the Province of Ontario 

is cumbersome, and use of it is usually avoided where other means 

to obtain the end sought are available. These Acts, in any event, 

do not relate to insolvency or bankruptcy. 

Fron. the preceding it will be seen that, while the Assignments 

Acts have, with few exceptions, provided economical and satisfactory 

means for the realization and division of a debtor’s assets amongst 

his creditors, they have been deficient, from the standpoint of creditors, 

to the extents that they have varied to a greater or less degree in 

their effects in the different provinces; they have presented no means, 

outside of Quebec, whereunder an unwilling debtor could be compelled 

to turn his assets over to his creditors, and in none of the provinces 

did they, or could they, provide machinery whereunder an honest 

debtor could obtain a discharge against the objections of any of his 

creditors, or a dishonest debtor be prevented from procuring a dis- 

charge as the result of bargaining with his creditors. The Dominion 

Windir g-up Act, on the other hand, while it lays down the same bases 

for the liquidation of insolvent corporations in all provinces, has 

proven to be too expensive in administration, while, also, it has no 

provisions facilitating or permitting the granting of extensions or 

discharges to a debtor corporation without the consent of all creditors. 

With these conditions obtaining, representations were made to the 

Federal Government that it would be of advantage to Canada as a 
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whole if an Act were passed which would, amongst other things:— 

(a) Provide a uniform basis for all provinces with respect to the 

bankruptcy and liquidation of estates of persons, firms and corpora- 

tions, and the methods to be employed in the realization and division 

of the assets of such persons and corporations; 

(b) Compel unwilling debtors to hand over their assets to the 

creditors; 

(c) Provide means whereunder compromises might be effected 

and extersions obtained by debtors with the approval of a majority 

of their creditors and against the objections of a minority; 

(d) Provide means whereunder discharges might be obtained by 

unfortunate but honest debtors, and at the same time prevent dis- 

honest debtors from obtaining discharges, permitting them to remain 

in business; and, these representations having met with the approval 

of the Government, the Bankruptcy Act was passed in 1919, and with 

certain amendments made to it in 1920, it came into force on July ist, 

1920, with the proclamation of the Governor-General-in-Council. 

The Bankruptcy Act covers all matters affecting the insolvency 

of individuals, partnerships and corporations in all parts of Canada, 

building societies, banks, savings banks, insurance companies, trust 

companies, loan companies and railway companies being excepted, 

and left subject to be wound up under the provisions of the Dominion 

Winding-up Act. In the drafting of the Act the benefits obtained 

under the Assignment Acts were recognized. Debtors are allowed to 

make voluntary assignments, and the control of estates is left entirely 

in the hands of creditors and inspectors appointed by them, with the 

right of reference to the Courts at times and under such circum- 

stances as have been deemed necessary. In this way economy and 

expedition in the liquidation of estates will be assured if formalities 

and unnecessary procedures are not allowed to creep in and surround 

the administration of the Act. It is of the utmost importance, how- 

ever, that creditors and trustees should recognize this fact, and 

resolutely set their faces against allowing the administration of the 

Act to become surrounded by undue formalities, because otherwise, 

and if such formalities are permitted, the benefits from the Act are 

not unlikely to be largely offset and the advantages expected nullified 

by excessive costs of liquidation. 

In order to permit of the division of his assets amongst his 

creditors a debtor is allowed by the Act to make a voluntary assign- 

ment to a trustee, as under the Assignment Acts, but machinery is 

also provided whereunder a Receiving Order may be made against 
any debtor who is unwilling to turn his assets over to his creditors, 
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or who has committed an act of bankruptcy. Such an assignment 

may be made only to an authorized trustee—one appointed by the 

Federal Government—who has furnished security for the proper 

carrying out of his duties, and if an assignment be made to other 

than an authorized trustee, it is void. Similarly, an authorized trustee 

only can be appointed a Receiver in Bankruptcy. Although there can 

be little doubt but that it is intended that trust companies should be 

entitled to be appointed authorized trustees and accept assignments 

and receiverships, some question exists as to whether, under the terms 

of Section 14 of the Act, and in particular the definition in the Act 

of the word “person,” they fall within the classes of those entitled 

to be appointed. It would seem that the Act should be amended in 

this particular to make their right to be appointed clear. 

With new legislation, such as the Bankruptcy Act, it is to be 

expected that conditions will arise which are not fully provided for 

by it, and this particularly in respect of the liquidation of limited 

liability corporations. In order to meet such a possibility, and to 

assure that the liquidation of such companies shall not be held up 

indeterminately pending decision on any points in controversy, the 

Act provides that the Court may, if, in its opinion, it seems advisable 

so to do, allow the winding up of limited corporations to be effected 

under the Dominion Winding-up Act instead of under the provisions 

of the Bankruptcy Act. The section permitting this to be done was 

included, not with the intention that limited liability corporations 

should continue to be wound up under the Winding-up Act, but merely 

in order to provide relief and permit protection of creditors’ interests. 

Within five days after the making of an assignment or receiving 

order, a trustee accepting an assignment under the Act is required 

by the Act to call a meeting of creditors, to be held at a time not later 

than fifteen days after the mailing of notice of meeting. Thus the 

maximum time allowed between the making of an assignment or 

receiving order and the meeting of creditors is twenty days. In calling 

such meeting notices must be sent to the creditors, with a draft form 

of proxy on which the name of the trustee must not be inscribed. A 

special form of notice has also to be sent to the debtor, requiring 

his attendance at the meeting. In the meantime, the assignment or 

receiving order has to be registered with the Registrar of the Bank- 

ruptcy Court and notice of it given to Ottawa, while a copy of the 

notice of the assignment or receiving order and of the meeting of 

creditors must be published in the Canada “Gazette.” There appears 
‘to be no provision iri the Act requiring that notices of a meeting of 

creditors shall be given to the shareholders of a limited liability 
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corporation which shall assign. This is an omission which will require 

to be rectified, for very frequently shareholders have a most sub- 

stantial equity in the assets of an insolvent company and a right to 

be heard in connection with the disposition of such equity. 

Immediately with the making of an assignment or receiving 

order, the trustee is required to insure the assets of a debtor for their 

full insurable value, and he may not insure such assets for a lesser 

amount without the consent and approval of the inspectors of the 

estate in writing. The trustee may also carry on the business of a 

_ debtor with the approval in writing of the inspectors, and then only 

to such extents as they shall authorize. Inasmuch as a period of time 

will always intervene between the date of any assignment and the 

appointment of inspectors by the creditors, these provisions may upon 

occasions become very embarrassing to trustees, particularly with 

respect to the question of insurance. As an example, I would state 

that we have an estate in our hands at the present time where assets 

of a hazardous nature are appraised at a very large amount, as 

against which, I am convinced, that upon forced sale they will not 

realize more than 25 per cent. of such sum. To insure these assets 

for the full insurable value would mean to pay a premium equal to 

a considerable percentage of their realizable value. In the event that 

we shall so insure them, it is a certainty that we will be throwing 

away a large percentage of the dividend which will ultimately go 

to creditors; on the other hand, if we do not insure them to their 

full amount, then we may be personally liable for heavy damages in 

the event of their being destroyed. In the meantime, the affairs of 

the corporation are so confused that we cannot call a meeting of 

creditors for at least three weeks so that inspectors may be appointed. 

This condition of affairs leaves a trustee in an unfair position, and, 

in my opinion, the Act should be amended to permit him to obtain 

relief from such a liability with the approval of Court. So far as 

the carrying on the business of an insolvent is concerned, the trustee, 

pending the appointment of inspectors, will require to exercise his 

best judgment and take the advice of the larger creditors, whereafter 

he can fairly assume that the inspectors will ratify what has been 

done. 

In respect of the meetings of creditors, the Act provides that 

those creditors only who shall have filed their claims with the trustee 

shall be allowed to vote, and the bases upon which creditors shall 

vote are prescribed. With the holding of the first meeting of creditors, 

at which the debtor is required to be present and explain his affairs, 

it is contemplated that inspectors shall be appointed, and under the 
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Bankruptcy Act the control of the inspectors over the conduct of the 

affairs of an estate appears to be very much greater than under tha 

Assignment Acts hitherto in use. Under the Assignment Acts the 

conduct of affairs was left largely in the hands of creditors, with 

certain powers voted to or vested in the inspectors. Under the Bank- 

ruptcy Act the inspectors are given very ample powers, with little 

or no mention made as to expression by creditors of their wishes, 

and the trustee is required to take his instructions from the inspectors. 

In the taking of his instructions from the inspectors the trustee is 

required in many instances to receive them in writing. This, perhaps, 

has its advantages, but it is opposed to current practice, and perhaps 

in the future it may be found possible to dispense with it. 

In respect of securities held by creditors, the Ontario Assignment 

Act provided that a trustee could redeem them only with the payment 

of a bonus of 10 per cent. over and above the amount at which they 

had been valued by the creditor. Under the Bankruptcy Act, any 

security held by a creditor may be redeemed at its valuation, or the 

trustee may require the creditor to offer the whole or any part of 

it for sale by public auction. A secured creditor may require the 

trustee to elect whether the property held as security will be redeemed 

by him or put up for sale by public auction, and if the trustee does 

not elect to redeem or have the property realized within one month 

after receiving notice from the creditor, the security becomes the 

property of the creditor at the price at which it was valued by him. 

A secured creditor may at any time, within two months of the filing 

of his claim, amend the valuation attached by him to any security, 

but only provided the trustee has not, in the meantime, elected to 

acquire it at the original valuation. 

In respect of the ranking of creditors against an estate, these 

changes are provided by the Bankruptcy Act: A husband or wife of 

a bankrupt is not allowed to rank against her/his estate, or claim 

for any wages, salary or compensation for work done until all claims 

of other creditors have been satisfied. Further, no relative of a debtor 

or member of a firm may claim for wages or salary exceeding three 

months’ wages until all claims of other creditors have been paid. 

When a limited liability corporation is being wound up, -no officer, 

director or shareholder is entitled to claim for wages for an amount 

exceeding that for three months. The preferred claim of a landlord 

is limited to three months’ rent, if accrued to the date of the assign- 

ment, provided there are assets on the leased premises equal in value 

thereto. A landlord may, however, prove as an ordinary creditor for 

any further rent due to the date of the assignment and for any 
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accelerated rent (not to exceed that for three months) accruing under 

the terms of his lease, but he may not rank as a creditor for the 

balance of rent for the unexpired term of the lease. In case, also, 

a landlord shall rank for accelerated rent and the trustee continue 

to use the leased premises, the amount paid to the landlord in respect 

of the accelerated rent shall be credited against any rent payable 

for the period of occupation by the trustee. Within one month of 

an assignment the trustee may elect to retain the premises occupied 

by the debtor for the balance of the term of the lease, or he may 

disclaim the lease and agreement. If he shall elect to retain the 

premises, he may assign the lease, provided there is nothing in the 

contract against sub-letting the premises. 

In order that the Act may not conflict or interfere with the 

control of the provinces over property and civil rights, Section 51 

stipulates that nothing in the Act shall interfere with the collection 

of taxes, rents or assessments payable by or levied or imposed upon 

the debtor or upon any property of the debtor under any law of 

the Dominion or of the province wherein such property is situate, 

or prejudice or affect any lien or charge in respect of such property 

created by any such laws. This means that taxes and other such 

rates and assessments are preferred against the assets of an estate, 

and any liens or encumbrances imposed by or existing under a pro- 

vincial law are of full force and effect against the assets of a debtor. 

Income and Excess Profits taxes are also made preferred by this 

section and the terms of the Act relating thereto. 

Under Section 29 of the Act it is provided that if a debtor makes 

a voluntary settlement of any of his property and thereafter makes 

an assignment or becomes bankrupt within one year after the date 

of the settlement, such settlement shall be void, no matter whether 

the debtor was solvent or insolvent at the time of making it. Further, 

that if at any time within five years of the making of a settlement, 

a debtor shall become bankrupt or make an assignment, the settle- 

ment shall be void unless he shall be able to prove that at the time 

of making it he was able to pay his liability without the use of the 

property transferred. Again, if a debtor enters into a marriage con- 

tract by which he agrees to pay money or settle property which he 

did not own at the time upon his wife, it is provided that no claim 

can be made against the estate of the debtor in respect of such con- 

tract until after all other creditors have been paid. 

Section 30 of the Act provides that where a person engaged 

in any trade or business makes a general assignment to any other 

person of existing or future book debts, or any part or class thereof, 

\ 
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and is subsequently adjudged a bankrupt or makes an assignment, 

the transfer shall be void in respect of any accounts remaining uncol- 

lected at the time of the assignment unless it shall have been regis- 

tered in compliance with the provisions of a statute in force in the 

province where the debtor resides. It is provided, however, that 

nothing in the section shall render void any assignment of book debts 

due at the date of the assignment from specified debtors or of debts 

due under specified contracts. The effect of this section seems to be 

that general assignments of book debts are void as against creditors 

(excluding possibly certain classes of them) except in those provinces 

where there is legislation requiring the registration of such assign- 

ments, when, if registered, so as to give public notice of them, they 

are valid if they do not constitute an illegal preference. In Ontario 

we have no legislation requiring the registration of assignments of 

book debts, and accordingly the question has been raised as to whether 

in this province assignments in general form of present or future 

book debts will be void or not as against a trustee. It is rather futile 

to attempt to interpret the legal meaning of the section, but as I 

read it such a transfer made by a debtor in Ontario (who shall 

subsequently become a bankrupt) to a wholesale house or manu- 

facturer will probably be void. On the other hand, doubt exists as 

to whether such an assignment as between a bank and a customer, 

who may become insolvent, will be valid or invalid, having regard 

to the fact that the word “person,” as interpreted by the Act, appears 

to exclude building societies, banks, savings banks, insurance com- 

panies, loan companies and railway companies. The consensus of 

opinion is that such an assignment will be of very questionable value. 

In my opinion, it is much to be regretted if this shall be the case, 

for in many classes of trade present and future receivables form 

about the only tangible security which manufacturers, distributors 

and traders are able to give to their bankers as the basis for obtaining 

credits needed. Doubt, therefore, as to the validity of such a security 

will undoubtedly serve to bring about a restriction of credit to certain 

classes of trade in Ontario which, particularly at this time, cannot 

be helpful. 

With respect to unjust preferences, the law in Ontario hitherto 

has been that if a debtor makes a conveyance to a creditor which 
has the effect of giving the creditor an unjust preference, and such 

conveyance is attacked or the debtor makes an assignment within 

sixty days after the date of it, then it is presumed prima facie to have 

been made with the intention of preferring the creditor, irrespective 

of whether it was made voluntarily or under pressure, and it can 
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be set aside. Further, if no attack be made or the debtor does not 

assign within sixty days of the date of the conveyance, it has still 

remained possible to set aside the preference, but only with proof 

that the creditor receiving the preference knew at the time that the 

debtor was insolvent—the onus of proof of this fact was left upon 

those making the attack, however. 

Under the Bankruptcy Act any conveyance made within three 

months of the making of an assignment or receiving order is void 

and can be set aside, and the mere making of such a conveyance 

so as to give an unjust preference to a creditor constitutes an act 

of bankruptcy. On the other hand, there is nothing in the Act dealing 

with preferences which may have been given prior to within three 

months of an assignment or receiving order, and it would, therefore, 

appear unlikely that such preferences can now be set aside. 

In the liquidation of limited liability corporations the Act pro- 
vides a radical departure in so far as the collection of unpaid stock 

held by shareholders is concerned. Under the Dominion Winding- 

Up Act amounts unpaid upon capital stock can be collected only 

after proof has been given to the Court that the other assets of 

the company are insufficient to pay the creditors in full, and this 

has resulted in the collection of contributions being deferred until 

the realizable value of other assets has been fairly well established. 

Frequently this delay has permitted shareholders to make away 

with their assets so as to avoid payment of liability. Under the 

Bankruptcy Act every shareholder is made liable to contribute the 

amount unpaid on his shares immediately with the making of an 

assignment or receiving order the trustee being empowered to de- 

mand such payment within thirty days. With demand served upon 

him the contributory has fifteen days within which to contest liability 

and if he shall fail to notify the trustee that he disputes liability ~ 

he may mot, except with the leave of the Court, set up any 

defence of which he has not notified the trustee. Should the contri- 

butory fail to pay at the end of the thirty days the trustee may, 

with the approval of the inspectors, apply to the Court and receive 

judgment and thereafter collection from the contributory. The effect 

of these provisions will be that immediately upon the failure of a 

corporation contributories will be called upon to pay their unpaid 

stock and if the amount of the same shall be substantial, as is fre- 

quently the case, shareholders of corporations will come to realize 

that their best interests will be served by paying their contributions 

and thereafter liquidating the company themselves, in preference to 

withholding such payments and forcing it into bankruptcy. In the 

164 

ed er ee le 



Sage ea 

THE BANKRUPTCY ACT 

event that the liabilities of a limited liability corporation in bank- 

ruptcy shall be paid in full and certain shareholders make full pay- 

ment of their capital stock, while others fail to do so, the rights of 

all shareholders may be adjusted as between themselves before the 

Court. Such an adjustment is, however, deemed to be a matter 

without the bankruptcy proceedings and one with which the trustee 

is not concerned. Hitherto it has been part of the duties of a 

liquidator to control the proceedings leading to such adjustments as 

all facts relating thereto are in his possession and his alone. Under, 

these circumstances, it remains to be seen as to whether in the end 

it will not be more economical to provide that the trustee shall act 

in the premises rather than compel the shareholders with no exact 

knowledge of the facts to take action on their own behalf by the 

starting of new proceedings. 

In the liquidation of estates it is necessary and it has been cus- 

tomary for the trustees to prepare statements of assets and liabilities 

for submission to the creditors at their first meeting. The Bank- 

ruptcy Act requires that the debtor shall prepare a statement of his 

affairs and prove it and it is upon the basis of this statement that 

he must submit himself for examination at the first meeting of 

creditors. The statement so to be furnished by the debtor will un- 

doubtedly be prepared in conjunction with the trustee who is now 

required to file a copy of it with the Registrar of the Bankruptcy 

Court. 

With the realization of the assets of an estate a dividend must 
be paid within six months, and thereafter whenever a trustee has 

sufficient fund on hand out of which to pay creditors 10 per cent. on 

their claims. A statement of receipts and payments has to be sent 

to creditors and the final dividend sheet filed at Ottawa. All de- 

clared and unpaid dividends are also required to be paid to the Re- 

ceiver-General of Canada within six months after payment of a final 

dividend. 

Section 40 of the Act deals with the remuneration of a trustee 
and provides that he shall be paid such amount as shall be voted to 

him by the creditors at any meeting and if no amount is fixed by 

the creditors it shall not exceed 5 per cent. of his receipts under any 

circumstances. Similarly section 67 provides that the amounts pay- 

able to attorneys, solicitors or counsel of trustees shall not exceed 

5 per cent. of the gross receipts of an estate where the estate exceeds 

$5,000, or 10 per cent. where it is less than $5,000. In the vast 

majority of estates the remuneration thus provided is completely ade- 

quate and in large estates it is very seldom that any trustee and his 
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counsel—in Ontario, at least—receive any such rates or remuneration. 

On the other hand there are many estates where the assets are 

of nominal or small amount, while there are others where fraud 

has been perpetrated and the assets remaining constitute but a small 

percentage of those which should be available for creditors. With 

estates of the latter character it is invariably necessary for a 

trustee to make extensive examinations of accounts and records as 

the basis for litigation to recover assets which have been improperly 

diverted or improperly paid out. If the litigation is successful the 

augmented estate is frequently substantial in which event the re- 

muneration provided by the Act may be adequate. On the other 

hand if the litigation instituted should fail for any reason, or be 

only partially successful, then the amount which could be recovered 

by the trustee might become negligible and wholly insufficient to 

meet even his out-of-pocket costs let alone produce any remuneration. 

So far as the solicitor is concerned, he would under such conditions 
require to take the litigation on speculation, with knowledge that if 

it should prove unsuccessful his disbursements might exceed any 

allowance which he could recover. As trustees and their counsel are 

only human it is not to be expected that they will be willing to act 

in connection with estates of such a character and already the effect 
of the section has become apparent where debtors desiring to assign 

have had to forego doing so because trustees could not be found 

who were willing to take charge of their estates. While the intention 

of the sections is meritorious, therefore, to the extent that they im- 

pose limits upon the remuneration which may be paid to trustees 

and their counsel they are not elastic enough but disregard the 

practical conditions which exist with respect to small estates or 

those where extensive litigation has to be undertaken. In my opinion 

the Sections will require to be amended so as to provide that greater 

remuneration may be allowed to trustees and their counsel where the 

conditions make it reasonable that they should receive the same, 

and I think the interests of the creditors will be fully protected 

if additional remuneration be allowed only with the approval of 

creditors or inspectors and the subsequent approval of the Court. 

Under present conditions, however, it is undoubted that the effect 

of the sections will have to be drawn to the attention of the govern- 

ment and amendments asked for. 

The Act provides that when the Winding-up of an estate 

has been completed the trustee may obtain a discharge by Order- 

of-Court. Before obtaining this discharge he must file a complete - 

statement of his receipts and payments, together with a report upon 

the affairs of the estate, after which notice of the application of the 

\ 
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discharge must be given to the creditors and the debtor who may 
appear and contest the same if they desire to. If no objection be 

registered to it the trustee gets his discharge. In respect of such 

applications for discharges I sincerely hope that a resolution of in- 
spectors or creditors will be accepted by the Court as adequate proof 

of the proper performance by a trustee of his duties and that the 

Court will not impose the cost and delay upon the estate of vouch- 

ing and examining into all receipts and payments. 

In addition to dealing with matters affecting bankruptcy the 

Act contains provisions whereunder a debtor may obtain a composi- 

tion or an extension of time for the payment of his liabilities. Under 

these provisions a debtor may call a meeting of his creditors, through 

the medium of an authorized trustee, and place a statement of his 

affairs before them, with the proposal which he desires to make for 

a composition or extension. When the meeting of creditors be held 

the debtor may be examined, and thereafter if two-thirds of his 

creditors in amount approve of the proposal, or any amendment 

thereto, it shall be deemed to have been accepted, and when ap- 
proved by the Court shall be binding upon all creditors. A creditor 

may object to the granting of a composition or extension, in which 
event he will be heard by the Court, which is empowered to with- 

hold approval of the scheme of arrangement or compromise. A 

debtor having committed an act of bankruptcy in asking for the 

composition or extension he may be adjudged a bankrupt if the 

scheme is not approved of. These provisions permit a debtor, who 

has been unfortunate but is honest, to compromise his liabilities to 

his creditors or to obtain an extension of time for the payment of 

his debts, with the approval of the majority of the creditors, and they 

protect the debtor from being penalized by importunate creditors who 

are unwilling to accord to any such arrangement except upon special 

terms granted to them. 

Finally the Act deals with what are bankruptcy offences or of- 

fences which when committee prevent a bankrupt receiving a dis- 

charge except upon terms laid down by the Court. A debtor com- 

mits a bankruptcy offence when he does not disclose the whole 

of his property; if he fails to keep records sufficient to disclose his 

business transaction within three years preceding his brankruptcy; 

if he makes a material omission in his statement of affairs; if he 

allows a false debt to be proved against his estate; if he destroys 

or conceals any of his records; if he makes a false entry in his 

books or improperly alters any document; if he attempts to account 

for his property by claiming fictitious losses; if he has obtained 
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eredit by false representations; if he has made false statements in 

writing with the intent to mislead as to his financial position; if 

he has continued to trade after knowing himself to be insolvent. An 

undischarged bankrupt commits an offence when he obtains credit in 

excess of $50.00 without notice that he is an undischarged bankrupt, 

or he uses a deceptive name in business. A trustee commits an of- 

fence when with intent to defraud he fails to observe and perform 

the provisions of the Act governing his duties. 

From what I have said it will be seen that the Bankruptcy Act 

will be of benefit in that the bases for the winding-up of estates. 

throughout Canada are largely standardized, while unfair preferences 

which have obtained in several of the provinces will also be done 

away with. The Act will also provide a means for forcing an un- 

willing debtor to turn over his property to his creditors, and debtors 

are compelled to account for their property and keep proper records 

of their transactions if they are not to remain undischarged bank- 

rupts. An honest, but unfortunate, debtor can also obtain a com- 

position or extension without being penalized by creditors seeking 

undue advantages, while dishonest or fraudulent debtors can be pre- 

vented from obtaining discharges or the right to do business by 

bargaining with their creditors. 

I believe that economical administration of estates can be ef- 

fected under the Act so long as the procedures remain simple and 

follow closely those adopted in connection with the Assignment Acts. 

In my opinion it is almost a foregone conclusion, however, that if 

formalities be allowed to creep into their administration or the 

control of estate be transferred to any material extents from the 

hands of creditors to the Courts, the same expenses and delays will 

be met with as are presently encountered in connection with the 

Dominion Winding-Up Act. The Act appears to me, however, to 

form a good starting point for Federal Legislation in respect of 

bankruptcy but nobody can pretend that it is perfect, and several 

of the discrepancies which I have touched upon are those which have 

come to light since it has been put in force. If, however, the Federal 

Government will look upon such a course sympathetically it will 

be possible to rectify these—to simplify procedures laid down by the 

Act and from time to time to do away with some of the requirements 

now in force which while of questionable advantage encumber ad- 

ministration without any apparent or compensating benefits being ob- 

tained from them. (Applause.) 

THE CHAIRMAN.—The paper is now before you for discussion. 

If any members wish to ask any questions, Mr. Clarkson is willing 

to discuss them with you. 
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Mr. CLARKSON.—There is a matter in connection with the opera- 

tion of the Act which I find I have neglected to touch upon and that 

is the question of the appointment of trustees under the Act. When 

the committee representing the Ontario Institute of Chartered 

Accountants was in Ottawa discussing the terms of the Act we were 

informed that the government understood it to be the wish of Char- 

tered Accountants that nobody but a Chartered Accountant should 

be eligible for appointment as an Authorized Trustee. We had not 

formed the opinion that Chartered Accountants had any such idea, 

while also we believed that it would be unreasonable if such request 

were put forward. The opinion we held was that any person should 

be entitled to be appointed an Authorized Trustee so long as he 

had the proper qualifications and could provide the necessary security. 

In our view, also, trust companies were entitled to be appointed. 

Holding these views, we did, however, suggest that if an applicant 

was a Chartered Accountant that fact should be accepted as proof 

of his qualifications. The representatives of the government said. 
they would consider the suggestion but to this point I have not heard 

that it has been dealt with. The view I have gained, however, is 

that it is the intention of the government to appoint anybody who 

has proper qualifications and I feel that Chartered Accountants will 

meet with little difficulty in satisfying the government as to their 

qualifications. 

THE CHAIRMAN.—There is still a further point, and that is: 

there was a suggestion a year ago that the entire membership of 

the Dominion Association should be registered as trustees under the 

Act. 

Mr. CLARKSON.—I do not think that such would be expedient or 

of advantage, or that it will be desired by Chartered Accountants 

generally when they realize the fact that every trustee appointed 

has to furnish a bond and that this bond will cost not less than $50 

or $75 per annum. As but a small proportion of Chartered Account- 

ants have any business of importance in the liquidation of estates 

the rank and file will not be warranted in making such payments, 

nor do I think they will desire to. 

THE CHAIRMAN.—Is the bond which they are required to give 

- a special bond or one which requires the payment of an annual pre- 

mium? 

Mr. CLARKSON.—If a trustee desires to furnish security in the 

form of cash or government or municipal bonds, he will not require 

to make payment of an annual premium, but such security will re- 

main as a continuing security. On the other hand if a trustee shall 
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furnish the bond of a guarantee company an annual premium in 

connection with it will require to be paid by him. 

A MEMBER.—Does not the Act require that a bond be furnished 

by the trustee in connection with the liquidation of each estate? 

Mr. CLARKSON.—If in connection with the liquidation of any 

estate inspectors require that additional security must be provided 

then the trustee has to furnish the same but not otherwise. 

Mr. SHARP.—Another question with regard to the use of a 

deceptive name: There is a provision in the Act which prevents a 

bankrupt’s discharge if he operates in buiness under a deceptive 

name. What is your understanding of the effect of the provision? 

Mr. CLARKSON.—I cannot tell you what the effect of the pro- 
vision is until it is threshed out, but I fancy that as the section is 

based upon the provisions of the English Act the decisions there- 

under will predominate. 

Mr. Morrison.—Is the effect clearly understood? 

Mr. CLARKSON.—It is not clearly understood as yet as it has 

not to this point been passed upon by any Court here, and as yet 

no Bankruptcy Judge has been appointed in Ontario. 

Mr. SHARP.—May I ask another question with regard to the 

remuneration to be paid to a trustee—the Act seems to me to be 

indefinite? It states that the remuneration to be paid to a trustee 

shall be determined by the inspectors or creditors and if that is not 

done that it shall not exceed 5 per cent. of the trustee’s receipts. Do 

you understand the provision to mean that the trustee may not 

receive remuneration in excess of 5 per cent. of his receipts? 

Mr. CLARKSON.—The Act states: that the remuneration of a 

trustee for all services shall not under any circumstances exceed 5 

per cent. of his cash receipts. 

Mr. SHARP.—It says that in the event of the remuneration not 

being named, it shall not exceed 5 per cent. 

Mr. CLARKSON.—It states that the remuneration for all services 

must not in any event exceed 5 per cent. Under these circumstances 

if the creditors were to pass a resolution for the payment of re- 

muneration of 10 per cent. to a trustee he would be prevented 

by subsection 3 of section 40 from retaining over 5 per cent. 

Mr. SHARP.—Can you tell me whether in the consideration of 

the Act such an amount was considered an equitable remuneration? 

Mr. CLARKSON.—In our discussions relative to the provision 

we had no objection to raise to the rate except in the case of small 

estates and those where assets had been dissipated or it was neces- 

sary to make examinations and enter into litigation for the recovery 

of assets. In such cases we pointed out that the remuneration allowed 
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would in many cases be entirely inadequate in that, frequently, it 
would provide the trustee with an amount insufficient to meet even his 

out-of-pocket expenses. We, therefore, asked the government to have 

the section amended so that a higher rate of remuneration could be 

obtained by a trustee with the approval of the creditors or inspectors 

of an estate and the Court. The section was redrafted to provide this 

and my information is that the House of Commons passed the amend- 

ment, but that when it came before the Senate it was thrown out. 

Why the Senate objected to the amendment I cannot say but it must 

have lacked appreciation) of the practical conditions confronting 

trustees in the contingencies mentioned. As matters are now if an 

estate shall come into the hands of a trustee, the assets of which 

produce say $1,000 and the creditors desire to undertake litigation to 

recover property which has been improperly disposed of or illegally 

transferred and in the connection an investigation must be made 

which will cost say $250, it simply means that the trustee cannot 

undertake the work; this for the reason that the cost to him of 

making the investigation might equal or exceed $250, whereas the 

maximum amount which he could obtain from the estate would be 

$50, leaving him with a straight out-of-pocket loss of $200. To 

overcome this condition the estate would require to engage outside 

assistance and have the investigation made by some other firm of 

Chartered Accountants, when the expenses would likely be greater 

than if the investigation should be made by the trustee. So far 

as counsel for the ‘estate is concerned he also could not afford to 
take the litigation for the reason that if it should fail his remunera- 

tion would be limited to $100 and no counsel would accept litigation 

under such conditions. To carry on the litigation, therefore, the 

estate would have to refuse to undertake it and individual creditors 

thereafter prosecute it for their own personal benefit, when they 

would be able to pay counsel his reasonable charges. In effect, there- 

fore, the sections will not reduce the cost of liquidating such estates 

but on the other hand they will increase the cost of liquidation. Not 

only that, but they will prevent creditors obtaining ratable distri- 

bution of the assets in that any litigation so undertaken will be car- 
ried on by the creditors who support it for their own personal benefit. 

Mr. SHARP.—I had some correspondence with Mr. Mulvey over 

this very point and I pointed out several estates where it was likely 

that the remuneration allowed would not recoup the trustee in his 

costs. Mr. Mulvey informed me that my point was well taken and 

that the matter would be taken up. 
Mr. CLARKSON.—The point was fully threshed out with Messrs. 

Mulvey and Biggar and I think they obtained a clear understanding 
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of the situation but as I said before while the House of Commons © 

passed an amendment to meet it the Senate did not approve of such 

amendment. 

THE CHAIRMAN.—What is your conception, Mr. Clarkson, as to 

what would happen if the assets of an estate amounted to only 

$1,000 and there was a lot of work to be done in connection with 

the estate? Would Authorized Trustees refuse to accept such an 

estate? 

Mr. CLARKSON.—Not necessarily—a trustee might accept the 

assignment and thereafter turn over all work, except that relating to 

bare liquidation, to somebody else who would be entitled to be paid 

for any services he might render. 

Mr. WINTER.—Do I understand that loan and trust companies 

and certain other corporations come within the provisions of the 

Companies Winding-up Act but that such Act has now been super- 

seded by the Bankruptcy Act? In British Columbia quite recently 

in the Supreme Court one of our leading counsel argued that if a 

certain company had to be wound up or become an authorized as- 

signor under the Bankruptcy Act it would tend in some ways to 

destroy the chances of getting at certain moneys. I think he argued 

that it would not be quite as profitable to those interested in the 

company to wind it up under the Bankruptcy Act as it would if the 

estate were wound up under the Winding-Up Act. The Judge in 

consequence allowed the company to be wound up under the Dominion 

Winding-Up Act. 

Mr. CLARKSON.—The Act provides that all trading corporations 

may be wound up under the Bankruptcy Act but it specifically states 

that incorporated banks, savings banks, insurance companies, loan 

companies, trust companies or railway companies shall not be wound 

up under the Bankruptcy Act but shall continue to be subject to be 

liquidated under the provisions of the Dominion Winding-Up Act. 

Under subsection 0 of section 2 of the Act it is stipulated that Trad- 

ing Corporations in process of liquidation under the Dominion Wind- 

ing-Up Act shall be liquidated under such Act and further, that in 

the future a company may be wound up under the Dominion Wind- 

ing-Up Act instead of under the Bankruptcy Act if in the opinion of 

the Court it is expedient that such shall be done. This latter provi- 

sion was inserted in the Act for the purpose of obtaining relief 

in the event that disputes should arise as to any provision of the 

Bankruptey Act which might tie up the liquidation of a corporation 

indeterminately. 

Mr. WINTER.—In connection with the provision giving a pre- 

ference for three months’ salary, you stated that a wage earner 
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could put in a claim for only three months’ remuneration. Do I 

understand that the preference is restricted to three months’ wages 

or can such a wage earner put in a claim for additional time? 

Mr. CLARKSON.—The preference of a wage earner is restricted 

to three months’ wages so long as the claims of any other creditors 

remain unpaid. If these claims be paid, however, the wage earner 

can recover any further amount due to him. 

Mr. WINTER.—What is the position when there is a loss to a 

landlord in respect of his rental? 

Mr. CLARKSON.—The preferential claim of a landlord is re- 

stricted to the rental equivalent to that for a period of three 

months’ and is then preferred only if there are assets on the leased 
premises equal in value thereto. The landlord is not prevented, how- 

ever, from claiming as an ordinary creditor for any amount due to 

him in excess of the amount of the rental for three months. 

Mr. WINTER.—Three months’ rental will be the maximum of 

his preferred claim. 

A MEMBER.—Take the case of a perfectly solvent company which 

it is desired to liquidate—what course of procedure must be followed? 

Mr. CLARKSON.—If the company is solvent it does not come 

within the provisions of the Act and may be wound up under the 

provisions of the Companies Act in the province from which it has 

obtained its charter. I do not suppose there is anything, however, 

to prevent it being wound up through an assignment under the 

Bankruptcy Act if so desired by its shareholders. 

Mr. PONTIFEX.—The President has allowed me the privilege of 

moving a vote of thanks to Mr. Clarkson for his kindness in read- 

ing his paper on the Bankruptey Act; I would, therefore, ask for a 

hearty vote of thanks, and his permission that the paper be pub- 

lished in the Accountants’ Magazine so that we may read it over 

at our leisure. 

Mr. WADE.—I have particular pleasure in seconding the motion, 

having been associated with Mr. Clarkson in the last year and a 

half while the Act was under consideration. I know, also, of the 

large amount of time he spent upon it and that he is in a position 

to tell us a great deal about it. (Motion carried. Hearty applause.) 

Mr. CLARKSON.—I thank you, Mr. President and gentlemen, for 

your very kind remarks. I am afraid the paper which I have read 

is rather scant but am hopeful that it may be of some slight assis- 

tance to you in gaining an understanding of the procedures laid 

down by and the effect of the Act. 

THE CHAIRMAN.—I think that the manner in which the conven- 

tion has expressed its appreciation is an indication that the mem- 

bers are well satisfied with the information given to them. 
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INFORMATION DESIRED BY THE BANKER* 

By JULIEN H. HILL 

N the invitation of your committee to talk to you this afternoon 

you have given me an opportunity to say in all sincerity what 

seems strange from the lips of a banker: “I am delighted to be 

surrounded by so many bank examiners.” Bank auditing is properly 

an important part of your professional work, even though it be not 

so remunerative as other branches. It is also gratifying to me to be 

assured of the fact that, however far short I may fall of what is 

expected of me to-day, I, at least, as a banker, have the privilege 

of exacting interest for once from my auditors. 

The banks of this country are becoming more and more de- 

pendent every day -on your profession, and we often wonder how our 

business was conducted without you. It is with special pride that we 

regard the Virginia Society of Public Accountants, and I can assure 

you—certainly for my own part, and I feel that I can speak for the 

majority of my fellow-bankers—that the spirit of co-operation which 

you have shown is most heartily reciprocated. 

To this end, I shall try to give you, in a very general way, the 

manner in which the banker, who is not expected to be a professional 

accountant, reviews the reports prepared by you. 

Possibly, the phases which I shall attempt to cover may suggest 

to you some method of standardizing as nearly as practicable the 

reports of your audits. Of course, I realize that many obstacles are 

encountered by you in making uniform reports; but the fact that you 

can say to your client that certain vital information must be incor- 

porated if the statement is to be submitted to his bank as a basis 

for credit may help you to surmount such difficulties. 

When the audited statement of a firm or corporation is presented 

to the officer handling that particular account, his first and casual 

perusal of it will include, primarily, a careful reading of the pre- 

amble and comments of the auditors, thus ascertaining the scope of 

their examination. Next, the statement of assets and liabilities will 

be scrutinized with special regard to the ratio of quick assets to 

current liabilities. Here let me say that it is always very helpful to 

the banker if these items, with their proper sub-totals, are given 

first and the fixed items last. 

*A paper read at a meeting of the Virginia Society of Public 

Accountants, Richmond, Virginia, September 4, 1920. 
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Next for observation is the operating or profit and loss statement 

for the year. Unless reports have been made at stated intervals to 

the bank, it is vital that a comparison with previous years, or at 

least the previous year, be given in your report. This is equally true 

of the asset and liability exhibit. 

These two statements are in a general way the guide to the 

banker in analyzing the credit standing of his customer or prospective 

customer; and in former days this was frequently considered ample 

information. But with changed conditions, with the vast amount of 

saving to be effected by employing proper methods of accounting, 

with the research now being made to determine ratios in every line 

of business and their proper application, and, most vital of all, with 

the complex conditions of the business world at the moment, the 

banker is “from Missouri” and wants an exhaustive audit. He doesn’t 

always get it, but I am inclined to think that in a few years your 

‘clients will themselves realize that a partial examination of their 

affairs is poor economy, and will themselves have nothing less than 

a complete report. 

With existing conditions, two asset factors are of utmost import- 

ance: the inventory and the accounts receivable. Close attention 

should be paid by you to the methods of determining the inventory 

figures given you (and I hope the time will come when the cost of 

an appraisal by experts, associated with you, will not be prohibitive). 

When the inventory is not made directly under your supervision, you 

can greatly assist us in your comments in telling us, first, how it has 

been reported to you that the inventory has been taken, and whether, 

in your opinion, the methods used tend to accuracy. When a partial 

‘checking (as to larger items by means of invoices, for instance) is 

made by you, it should be so stated in your essay. Frankly, I think 

you owe it to yourselves, to your client and to his bank to be explicit 

on this item, especially if you have any reason to suspect in any 

degree over-valuation or under-valuation of merchandise of whatever 

nature. And in these days of transportation difficulties, with goods 

to be paid for long before arrival, please tell us fully about goods 

in transit. Careful analysis of all accounts and bills receivable, segre- 

gated as to current and past due, should be furnished for the benefit 

of the bank. It aids the banks very much to have the ratios worked 

out on these items, but, of course, these ratios are not essential. 

At present, it is also very important to the banker to see itemized 

schedules of accounts and bills payable. These are the principal points 

to be emphasized as to the elaboration of the information on items 

hitherto scrutinized less carefully. 
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But bear this in mind—the banker prefers always the best report 

that can be obtained, and, to my mind, an examination should never 

include less than:— 

1. Introductory comments and criticism, pro and con, of each 

exhibit. 

2. Statements of assets and liabilities, with the arrangement of 

current assets and current liabilities first, under their respec- 

tive debit and credit headings. 

3. Operating or profit and loss account, preferably with com- 

.parison with figures for same date of previous year, and in 

view of present practices (entirely legitimate, as I regard 

them) an itemized list of officers’ salaries. 

4, Accounts receivable, in detail showing which are past due 

and how long past due, when not widely distributed or very 

voluminous. 

5. Bills receivable and trade acceptances, with contingent liability 

on items rediscounted. 

6. Accounts payable, showing separately current accounts and 

any accounts past due, when not too voluminous. 

7. Bills payable, scheduled in detail. 

8. Capital stock, detailed list of stockholders with respective 

numbers of shares held, when the corporation is a “close 
corporation” or when the stock is not widely held. 

9. Insurance bonds, etc. 

It would be of great value to the banker were the accountants 

to include in their comments, in addition to remarks as to depre- 

ciation, reserves, etc., any general information as to the general con- 

duct of the business having any bearing whatever on the financial 

soundness of the firm or corporation under review, not ordinarily 

reflected in the figures. This is a broad request, but it might be 

borne in mind, so that when consistent such facts could be incorporated. 

Under this general heading, I might mention the value to us 

of information as to the accuracy of the cost system, the commission, 

bonus or profit-sharing plan, which, though outside the range of an 

audit, are nevertheless phases of a business that come to the attention 

of the accountant, and are frequently of considerable importance to 

the banker. Again I want to stress the need of close scrutiny of and 

comment on the methods of providing for depreciation and other 

reserves. 

In addition to the schedules enumerated, it is customary with 

some accountants to give other ratios. I might add that many of 

the banks, in their analyses of statements, frequently determine for 
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si eh eect ae ee their own purposes ratios of (a) worth or capital to fixed assets 

(to determine if too much capital is invested in plant); (b) receivables 

to merchandise (as merchandise converted into receivables takes a 

profit into the statement); (c) sales to receivables, to gauge the 

promptness of collections; (d) sales to merchandise, to ascertain the 

turnover; (e) sales to worth, to show the turnover of ' capital; 

(f) profits to sales, for obvious reasons. 

I mention these ratios because of the assistance they may render 

your client if made a part of your statement from year to year. 

While, of course, in using them for comparative purposes, the ratios 

are determined by us from statements of other customers in similar 

lines of business, which we have on our books, you can readily see 

that with the much broader field represented by the many exami- 

nations that you make in various lines you are able more nearly to 

get the barometric figures. Such figures for qualitative purposes in 

your reports should invariably work to great advantage to your 

clients. 

The audited statement is daily growing in importance in deter- 

mining the extension of credits, but there are thousands of concerns 

which have yet to appreciate the advantages accruing to themselves 

as well as to their banks, and I do not hesitate to tell you that we 

are daily advocating the value of periodical audits by certified 

accountants, and I rejoice to see that even among the smaller banks 

the audited statement is now recognized as of first importance. 

Probably, from the standpoint of the plain, everyday banker, 

I have touched upon some angles of the statement analysis that are 

more technical than the subject assigned me should cover. Not all 

banks are yet so fortunate as to have on their staff one of your 

profession, as is the case with our bank, and consequently they do 

not attempt to dig quite so deeply as we do. Yet there are many 

points (exceptional, I grant you, and specific rather than general) 

which it would be interesting to discuss if time permitted. 

There is only one criticism which I want to make as a part of 

this rambling talk, and it is so succinctly set forth in the July issue 

of “The Journal of Accountancy” that I shall read it in full:— 

“A recent issue of ‘The Journal of Accountancy’ contained 

editorial comment on the misuse of accountants’ certificates. Attention 

was drawn to the danger which lies in the publication of a portion 

of a certificate or financial statement without the context. 

“The most notorious incident on record of the perversion of the 

written word by omission is Bismarck’s mutilation of the Ems 

dispatch, which induced the Franco-Prussian war. All decent men 
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everywhere damn the iniquity of that offense; yet men overlook the 

comparatively unimportant criminality which attaches to the omission 

of essential statements in a financial report. Such an offense seems 
insignificant compared with an international incident, but the prin- 

ciple, or lack of principle, is the same. No essential phrase or word 

or punctuation mark should be omitted if by such omission the intent 

of the writer is distorted. 

“Accountants are awaking to the danger which lies in conden- 

sation of their reports, and some of them are insisting upon a clear, 

full reproduction of their original certificates and statements. 

“A method adopted by one prominent firm is worthy of considera- 

tion. Every report emanating from that firm bears the following 

printed note:— 

“*The publication of any condensation or modification of 

statements herein. contained, or the use of our certificate 

detached from its context, or the use of our name in con- 

nection with the sale of securities or other publicity, will not 

be sanctioned unless first submitted for our approval.’ 

“This limitation upon the use of an accountant’s report, if gen- 

erally adopted, would go far to prevent deception of the public, such 

‘as is too easily effected, if financial statements be published in any 

form not fully reflecting the facts.” 

Perhaps all of you have read this. I trust and believe that none 

of you has pursued the policy thus condemned. Even though you 

furnish a statement of assets and liabilities separate from the 

detailed report, you should indicate that it is a part of a detailed 

report, so that the banker will be put on notice that a complete audit 

has been made. 

To make up a balance sheet for general use without an exami- 

nation—well, I’ll not insult your intelligence by remarking on this. 

In conclusion, let me say that, as vital as is your work to the 

- banker, it can never be the final word for him in determining credit. 

Remember those four basic factors: character, capacity, application 

and capital. Sometimes it is quite difficult for the accountant to 

understand the banker’s viewpoint. If this happens with you, talk 

it over with him. He wants your criticisms, and maybe he can 

occasionally change your way of thinking, or vice versa. He is always 

open to conviction. And a closer relationship between the men of 

your profession and of ours cannot but tend to safer and saner 

business methods and constructive work along many lines.—From 

The Journal of Accountancy. 
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MUNICIPAL ACCOUNTING THEORY AND ITS PRACTICAL 

APPLICATION TO MUNICIPAL FINANCE* 

By ROBERT J. RITCHIE PATERSON 

Chartered Accountant (Scotland and Alberta) 

Mr. President and Gentlemen of the Union of Alberta Municipalities: 

I thank you for the honor of appearing before you in convention, 

and I appreciate the opportunity extended to me to address the full 

session and not the Secretary-Treasurer’s section only, as arranged 

by the programme. You will pardon me if I offer the remark that, 

in my judgment, education upon the general subject of Accounting 

is just as necessary, and perhaps more so, within the council chamber 

as within the Secretary-Treasurer’s office. ' 

I congratulate you upon finding place upon your programme, 

which has so many urgent calls upon it, for this subject, which has 

such far-reaching effects, theoretical and practical, upon municipal 

government. 

In the public practice of my profession I hold several appoint- 

ments as Municipal Auditor, and among them that of the city of 

Lethbridge, and the remarks following are the product of my prac- 

tical experience and observations in the fulfilment of such appoint- 

ments, and are not necessarily indicative of any one more than 

another. 

In addressing myself to the general subject of Municipal Ac- 

counting, I have concluded that something might perhaps be gained 

by an abstract treatment of it rather than by being specific in the 

sense of a review of its accounts. 

The subject-matter of my remarks naturally divides itself into 

two parts, viz.:— 

-1. Municipal Accounting Theory, and 

2. Its practical application to Municipal Finance. 

The first does not necessarily embrace the second and can stand 

alone. The second, however, “Municipal Finance,” without the first 

is as a rudderless ship, or, without it in any degree other than that 

of its highest available efficiency, is as a ship having an impaired 

directing force; or, yet again, without an equally high human ability 

to fully grasp and intelligently comprehend the utility and purpose 

of such directing force, then the rudderless condition becomes more 

or less existent. 

* An address delivered to the Convention of the Union of Alberta 

Municipalities. 
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In entering this field of accounting we come in contact with that 

of governmental bodies, and the outstanding distinctions recognizable 

in contrast with that of the more generally known commercial field 

are, first, the absence of capital, and secondly, the absence of the 

principle of profit-making. 

The fact of the absence of capital having been mentioned, we 

will proceed to investigate this phase, first in the sense of Fixed 

Capital. 

It is immediately admitted that in every municipality there are 

expenditures which should obviously be capitalized for a more or less 

extended period in accordance with their specific nature. From what 

fund sources, then, are these expenditures made possible? The answer 

is to be found in one of the only two methods open to all munici- 

palities by which their financial requirements can be supplied, viz., 

Loans. These loans are of two classes, “Long-term” and “Short- 

term.” The former usually taking the form of debenture issues, may 

be looked upon as the substitute for Fixed Capital, while the latter 

may be looked upon as the substitute, or one of the substitutes, for 

Working Capital. The second and remaining method is supplied by 

the levying of taxes. 

Inasmuch as a municipality’s prime function is to render certain 

well-defined and recognized services to its citizens annually at cos# 

on the basis of a charge therefor, there is, thereby involved the 

preparation of this annual cost in a form variously known as “The 

Estimates,” or “The Budget.” Arising from the fact of the absence 

of working capital on the part of the municipality wherewith to carry 

out its functions until such time as the actual annual cost has been 

specifically determined, resort is had to estimating what that annual 

cost may be, and this is embodied in a document known as “The 

Estimates.” Once this annual estimated cost has been determined, 

it assumes a very practical form, in that it is ratably distributed 

against the citizens, and in the form of taxes continues to function 

for the purpose of providing the financial means of satisfying the 

indebtedness which the incurring of the annual actual cost entails. 

Mark the vital distinction between its function as “Estimates” and 

its function as “Taxes.” 

The municipality’s undertaking to render certain services to its 

citizens involves at the outset, and from time to time thereafter, the 

incurring of expenditures which, if viewed from the standpoint alone 

of their full inclusion as a part of the annual cost of the year in which 

they are incurred, immediately designates them as of an extraordinary 

classification. Where these extraordinary expenditures are of a more 

180 



a ee ae ey “J f 

Sk ee oe 

MUNICIPAL ACCOUNTING 

or less enduring nature and continuing utility, and the cost is of a 

magnitude that fully justifies, in the light of the immediately pre- 

ceding reservations, the easing of the burden of their acquisition 

over a period of years, thereby obligating taxpayers of ensuing 

periods, largely on the ground of their participation of equal benefit, 

then in such cases the issue of debentures appears to be not only 

justifiable, but imperative. 

The annual cost for municipal services would include the fixed 

charges under such extraordinary expenditures, consisting of interest 

thereon and provision for depreciation, and not the amount of the 

extraordinary expenditures themselves. 

We have now established the following facts, viz.:— 

1. That a municipality has two distinct types of expenditure:— 

(a) Those incurred in one fiscal period for which final pro- 

vision falls to be made in several succeeding fiscal periods. 

(b) Those incurred and for which provision is made in the 

same fiscal period. 

NoTE.—Provision being used in the sense of taxes. 

2. That a municipality’s financial obligations are capable of 

immediate satisfaction out of funds provided in one of two ways:— 

(a) Proceeds of loans (debenture issues). 

(b) Taxes, and ultimately solely by the latter. 

It seems right and proper that in all respects and at all times 

this clear-cut distinction in municipal expenditures and the sources 

providing for the satisfaction of these should, in their entirety, be 

preserved in its accounting and in the presentation of its accounting 

data. 

If we so follow the distinction which these two facts bring out 

we find a certain relationship existing between the facts themselves, 

viz.: In the (a) and (b) of each, or, to be specific, the extraordinary 

expenditures are usually directly related to the debenture issues and 

the ordinary expenditures are, more or less directly, related to the 

taxes. Let us, therefore, identify these two classifications by the 

distinctive funds with which they have to do, viz.: “Debenture” and 

“Taxation.” 

In all municipalities we have to take account of the fact that, 

while a certain amount of “Cash” transactions take place, there is, 

for various reasons, quite a preponderance of “Credit” transactions. 

The levying of taxes alone establishes this condition. As a conse- 

quence, all accounting provisions must be drawn having regard to 

this very important factor. 

Under “Debenture” funds there would fall for record the following 
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information in Balance Sheet (Asset and Liability) Accounts only:— 

1. (a) Creation of the Debenture Debt. 

(b) Redemption of the Debenture Debt. 

2. (a) Proceeds from the Debenture Debt. 

(b) Disposition of such proceeds. 

It will readily be seen that an absolute accounting should at all 

times be possible by the offsetting of either (a) or (b) of 1, ora 

combination of these against (a) or (b) of 2, or a combination of 

these. This is a very desirable and essential feature of municipal 

accounting, in my opinion, especially in a public presentation of it. 

It should always portray strikingly and succinctly the following:— 

The vested interests of the municipality, capable of historical 

narration. 

The bonded debt incurred against this. . 

Whether or not the proceeds of such bonded debt has been fully 
expended, and if not, how held. , 

The redeemed equity of the municipality in such vested interests, 

and where possible an approximated present value of that equity. 

Under “Taxation” funds there would fall for record effecting 

Revenue and Expenditure Accounts (1), as well as Balance Sheet 

(Asset and Liability) Accounts (2) the following:— 

(1) (a) The various kinds of taxes levied. 

(b) The various kinds of specific expenditures for which 

these various taxes were levied. (By purposes of levy.) 

(1) The various assets which the levy of taxes and their 

collection or non-collection create. 

(2) Those assets created out of more or less specific short- 

(2) (a) term loans. 
(3) Those assets created unconsciously, at least in a financing 

sense, without any specific provision by loan or other- 

\ wise being made for them. 
This latter, strangely so, is unfortunately fairly common. 

(2) (b) The various liabilities created by virtue of the existence 

of (1) (b) and (2) (a 2 and 8). 

The foregoing remarks have been expressed from the viewpoint 

of the municipality proper. The question of the accounting treatment 

of public utilities within the jurisdiction of the municipality need 

only vary in degree and not in principle in the generalities given. 

This concludes the first part of my remarks. 

In regard to municipal finance and the application of municipal 

accounting theory thereto, we enter an entirely different atmosphere 

from that which we have just left. Finance, as applied to munici- 
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palities, may be generally and broadly defined as “Ways and Means.” 

“Ways and Means” may be again transposed to mean “Dollars and 

Cents,” or “Cash.” 

We have acknowledged in the first part that many of He) trans- 

actions must necessarily be of a “Credit” nature. This is, under some 

circumstances, not altogether unusual, diametrically opposed to the 

“Cash” condition. When these circumstances are operative, and even 

when not, and again because of the lack of working capital within 

itself, the dictum of the municipality, conservatively and efficiently 

administerd, must necessarily be:— 

“Have the cash from your taxpayers, or equivalent assurance 

that you will have it in time to meet your financial obligations at 

maturity, before you incur any form of indebtedness at all.” 

So far as “Debenture” fund operations are concerned, it is par- 

ticularly imperative that funds be actually in hand before this class 

of expenditure is launched upon at all, for the reason that its general 

admission to this classification precludes any other form of financing 

other than by specific loan. 

As regards “Taxation” funds, financing here resolves itself into 

the framing of “The Estimates” upon a “Cash” basis throughout to 

the extent of levying a rate which will yield directly, within the fiscal 

period, sufficient cash to fulfill the obligations incurred on behalf of 

that fiscal period. . 
In bringing these remarks to a close I desire to record my per- 

sonal pleasure at being present as a.guest at your sessions, and to 

give expression to the realization that the deliberations of this. 

Convention are set towards grappling with the unquestioned serious. 

financial situation in which every municipality, not only in this. 

Province, but in all the Western Provinces, finds itself. 

So far as the Alberta situation is concerned, it is worth bearing 

in mind that the introduction of annual tax sales has not of itself 

developed this serious aspect, but has merely served to pointedly 

reveal one of a few years’ standing. 

A solution must and will be found, and at least, so far as the 

larger towns and the cities are concerned, it can only satisfactorily 

be reached, in my judgment, through a revision of the prevailing 

fixed charges upon the existing bonded debt. I would, therefore, 

commend to your serious deliberations the evolving of some acceptable 

plan having this in view as the objective to be reached. 

In conclusion, permit me to remind you of the pre-requisites to 

sound, pfactical municipal finance which I have endeavored to trace 

for you in these remarks, coupled with the assurance that they are 
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as relative to the smallest as to the largest municipality in the 

land :— 

1. The fundamental and structural basis: . an efficient and com- 

prehensive accounting. 

2. The human ability to interpret and literally read the message 

which such an accounting condition has to convey. 

8. The imperative necessity of living within your annual esti- 

mates as cash drawn. 

4. The incurring of no extraordinary expenditure which has not 

been previously provided for by specific loan and not without having 

first given a due regard to the ability, present and conservatively 

prospective, to redeem such loan, through taxes, at maturity. 

Mr. President and gentlemen, I thank you for your kind indul- 

gence and attention. 

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF 

ONTARIO 

ANNOUNCEMENT 

The Council, after due consideration, has decided to 

establish its own facilities for the instruction of the students. 

These facilities will be effective on or before September Ist, 

1921, and will include correspondence and lecture courses. 

After the above date these instructional courses will be obli- 

gatory upon all Chartered Accountant Students (who will 

thereafter be known as Registered Students), and no other 

instructional course will be recognized, or entitle students 

to sit for the Institute examinations. 

Notice is given thus early so that students may be 

afforded ample time within which to terminate instructional 

courses now being taken by them, and so that they may have 

ample warning not to make further commitments of a like 

character. 

Pending further official announcements the Registrar 

will be pleased to supply additional information upon appli- 

cation at the offices of the Institute. 
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AUDITOR’S RESPONSIBILITY IN REGARD TO VERIFICATION 

OF INVENTORIES * 

By EDWARD H. MOERAN 

WING to the dearth of court decisions in this country defining 

or limiting an auditor’s responsibilities, the subject of this 

paper will be dealt with from the standpoint of moral responsi- 

bility—the result of negligence in most cases being loss of prestige 

rather than a more severe penalty. 
At the outset, let it be stated that it is not the function of an 

auditor to take an inventory, but to verify the result in terms of 

money after the physical work has been completed. 

An inventory may embrace almost any kind of physical asset, 

fixed or current, in almost any kind of business, occupation or pro- 

fession. It may be relatively large or small as compared with the 

other assets under audit. There may or may not be book inventories 

to be used as guides; and in the case of a manufacturing concern, 

the auditor may be confronted by any bookkeeping condition, from 

a total lack of cost accounts to a most elaborate and accurate system. 

The purpose for which the auditor is employed or specific instructions 

will have a distinct bearing on the scope of the verification and of 

his responsibilities in connection therewith. 

An auditor may be conducting an investigation on the very 

subject of inventories, or one in which the inventory plays no part 

whatsoever, or his employment may cover varying degrees of respon- 

sibility between the two. His clients may be the proprietors, bond- 

holders or the executors of a business; he may be employed by an 

intending purchaser or by a bank considering the advancement of 

funds; he may qualify as expert for plaintiff or defendant and be 

conducting an investigation by court order under subpcena “duces 

tecum.” In short, he may represent anyone who has legal access 

to the books and records for any legal purpose whatsoever—but in 

wording his certificate an auditor should bear in mind that it may be 

used for purposes other than those stated or inferred. 

In making the following remarks it cannot be too strongly urged 

that the extent of an auditor’s responsibilities varies in proportion 

to the scope of his instructions, and his judgment in each case should 

primarily be based thereon. 

*A thesis submitted at the November, 1917, examinations of the 

American Institute of Accountants. 

185 



THE CANADIAN CHARTERED ACCOUNTANT 

The verification of an inventory is, in a large percentage of cases, 

the most troublesome item on a balance sheet that an auditor has to 

deal with, particularly if it be one of stock-in-trade, affecting as it does 

the gross profits. A clear knowledge of the nature and customs of 

the business and of the methods employed is frequently essential in 

order satisfactorily and intelligently to verify the figures submitted 

without a disproportionate or prohibitive amount of work. 

Years ago it was the custom among accountants to qualify their 

certificates by prefixing the phrase, “Subject to the accuracy of the 

inventory,” but this qualification has fallen into disuse, chiefly because 

of its casting suspicion upon the accuracy of the accounts as a whole. 

Custom and practice have since decreed certain duties to be performed 

by the auditor, beyond the scope of which his responsibilities cease. 

The more important points to be considered in the verification 

of an inventory coming within the scope of an auditor’s responsi- 

bilities follow. . 
Summary 

The auditor’s copy should be kept in his possession during the 

entire progress of the work, and never be lent to officials or to the 

office staff under any pretext whatever after the auditing has com- 

menced. 

If the official copy of the inventory is kept in the possession of 

the auditor throughout the verification, the same purpose is served; 

but this is frequently impossible or undesirable for various reasons, 

and it is always possible and desirable to make a copy of the summary 

for the working papers, however condensed it may be. The point is 

that inventories have been altered after an auditor has passed upon 

them. Care should be exercised to preclude the possibility of such 

an occurrence without detection before certification of the accounts. 

Mathematical Accuracy 

It is an auditor’s duty to verify footings and extensions in 

sufficient detail to become satisfied as to their substantial accuracy, 

and he will be held responsible for undetected errors of relative 

importance. No hard-and-fast rule can be laid down as to the scope 

of the work, as the conditions present in each case will determine it. 

The method of internal check may be taken into consideration— 

e.g., whether mechanical or otherwise—and it is reasonable to place 

more reliance on the work of an efficient office force than on results 

obtained by a force of low clerical standard. 

In the case of manufacturing concerns, the extent and accuracy 

of the cost system and its related accounting controls have an im- 
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portant bearing on the amount of detailed verification necessary 

with respect to work-in-progress and finished goods. An auditor may 

be justifiably influenced, in outlining the work, by the facts that the 

gross profits differ widely from or substantially agree with normal 

or anticipated figures. 

If an auditor has reason to believe, from collateral evidence, that 

an important mathematical error exists, it is his duty to find it, and 

his responsibility is not lessened because of the amount of work 

involved. | 

Basis of Values 

It is an auditor’s duty to satisfy himself than the inventory has 

been taken at cost or market, whichever is lower, except as herein- 

after stated, and that unsalable or depreciated items have not been 

priced in excess of nominal or depreciated values. The decrease of 

turnover may put him on his guard that unsalable items are being 

carried at their original cost and a comparison with a previous inven- 

tory will sometimes disclose the items in question. 

The prices of commodities should be verified with original 

invoices as to cost, and the market value may be determined by an 

examination of invoices for goods of like nature shipped close to 

the balance sheet date or in some cases by a scrutiny of trade papers. 

As to footings and extensions, the verification of prices may 

need to be substantially complete or merely a test, depending upon 

the conditions present in each case. 

In the case of manufacturing concerns, the auditor should 

familiarize himself with the method of costing. He should ascertain 

the soundness of the burden rate by the amount of under or over- 

_ absorbed expenses and the treatment of costs if and when the plant 

was on part time or shut down. He should be familiar with the scope 

of the items comprising the burden—e.g., whether selling expense 

has been included or whether interest on the investment or other 

debatable items had been added to cost—for upon the facts present 

will depend the wording of his certificate. The auditor should be 

careful to see that finished product has not been taken at selling 

prices. In short, he should see that no profit is included in the 

inventory except in the case of certain contract jobs, subject to 

architects’ ow engineers’ certificates, and except in a very few lines 

of business, such as shipbuilding, where a proportion of profit is 

permissible, owing to the length of time spent on the manufacture 

of one unit of production and in order to stabilize the profits. 
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' The question of profits included in an inventory is now of special 

importance, owing to its effect upon the federal income and excess 

profits taxes. It is of interest to note that the Commissioner of 

Internal Revenue has ruled that inventories must be taken at cost, 

not market, in the following explanatory note on Corporation Income 

Tax Form 1031, revised October, 1916: “In case the annual gain is 

determined by inventories, merchandise must be inventoried at cost 

price, as any loss in salable value will ultimately be reflected in the 

sales during the year when the goods are disposed of.” 

If an auditor, therefore, is making up an income tax return for 

a corporation, his responsibilities as to inventory values of mer- 

chandise are determined by the Commissioner’s rulings, however 

widely he may differ from him as to the principles involved. . 

In the case of trading concerns, undelivered goods representing 

executed sales may legally be valued at selling prices, title having 

passed and the seller having become the bailee, but owing to the 

difficulty of differentiating between executed and executory sales 

and to the possibility of an accepted cancellation of the order prior 

to delivery, the auditor should not pass unnoticed the point in ques- 

tion, particularly if the amount involved is relatively large. 

The auditor should satisfy himself that trade discounts have been 

deducted in pricing commodities, but not cash discounts, the test of 

distinction, sometimes difficult to make, being whether the discount 

is deductible in any event or contingent upon payment within a 

specified time. As to this point an auditor is usually justified in 

assuming facts “upon InSORMSON and belief” after a test has been 

made by him. 

It is most desirable that an pape eee of stock-in-trade be taken 

on the same basis at the end as at the beginning of a fiscal period, 

and where prices are constantly or widely fluctuating, it is sometimes 

desirable, if market is below cost, to create a reserve for the differ- 

ence, rather than to make the gross profits reflect a temporary loss, 

i.e., the same procedure as is permissible with respect to securities. 

The auditor has no right to insist that an inventory be valued 

in one way or another. He may offer suggestions, and if they be 

not complied with, his remedy lies in adjusting the total figures for 

inclusion in the accounts to be prepared by him, in order to give an 

unqualified certificate (possible and desirable in certain cases), or 

in letting the original figures stand and in protecting himself by 

qualification if necessary. 

Goods in Transit 

It is an auditor’s duty to ascertain that if goods in transit are 
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included in the inventory the corresponding liability has been set up 

in the accounts. 

It is important to note that the invoice date is at best but prima 

facie evidence and of limited accounting value, as many invoices are 

post-dated under special agreements affecting discounts; some are 

dated prior or subsequent to shipment through carelessness; and still 

others are not dated at all. It must also be borne in mind that the 

date of an invoice, except as above noted, represents the date when 

the seller parts with the goods, and that due allowance must be made 

for the period of transit. Bills for carriers’ charges are frequently 

of assistance in passing upon debatable items, and obviously of much ° 

greater value are chronological records of goods received. 

If an auidtor finds that the date of receipt of goods is shown 

upon the invoice, he may usually accept the record without further 

research, but he must exercise care to find out whether goods recorded 

as being received while the inventory was in progress were or were 

not included therein, and that the accounts had been adjusted 

accordingly.. In some cases he will find notations on invoices indi- 

cating the inclusion or exclusion of the goods, and he need not go 

behind this evidence except in special cases. 

If incoming goods have reached the f.o.b. point, they may pro- 

perly be included in the inventory. If not, they should be excluded. 

Period of Inventory Taking 

The period of inventory taking is a most important point, chiefly 

in large inventories, and one that is frequently overlooked. 

Gross mistakes have been made through an error in time of or 

confusion during inventory taking, the circumstances of which were 

known to the officers, but the importance of which, from an ac- 

counting standpoint, were not appreciated until brought to their 

attention by the auditor. 

In many cases, therefore, it is the duty of the auditor to make 

inquiry from a responsible officer as to when the inventory was taken; 

how long it took; whether the plant, store or whatever the place was 

closed down or not; if not, what system was adopted with respect 

to incoming and outgoing goods; and generally, whether those super- 

intending the physical work had clearly in mind that results were 

needed for accounting purposes as of a specific date and were capable 

of producing the results desired. If it later proves that the auditor 

was misinformed as to these points, the responsibility lies with his 

informant, except in special cases, wherein the attendant circum- 

stances should put him on his guard as to careless statements or 

an intent to mislead. 
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In organizations wherein the accounting is known by the auditor 

to be conducted efficiently and regarded as of paramount importance, 

he may, and usually does, assume that errors coming within the scope 

of this caption have been obviated. 

We find, therefore, that, under certain conditions, the auditor 

is justified in verifying the stated date of the inventory if he has 

reason to believe that accounting principles have not been properly 

considered, the purposes of the audit having an important bearing 

on the scope of his inquiry in the premises; and if adjustments 

cannot be made because of lack of information, his remedy lies in 

the withholding or qualification of his certificate. 

Consigned Goods—Inward 

It is the auditor’s duty to ascertain that no goods held on con- 

signment have been included in the inventory except, of course, in 

the case of a factor—and in the event of a factor also trading on 

his own account care must be exercised in determining whether or 

not the factor’s own goods have been mixed with those of his prin- 

cipals. Obviously, in many cases, an auditor must rely on inquiry, 

and if he be misinformed, the same rules must apply as those recited 

under the foregoing caption. There are, however, cases in which 

consigned goods are of such a totally different nature from the 

balance of an inventory as to make it negligence for the auditor 

to pass them without adjustment. In many cases, where full 

records of consigned stock are kept and the contracts available, the 

auditor could offer but little excuse for certifying consignor’s pro- 

perty as being that of the consignee. 

Upon the information given and the possibility of independent 

verification depends the extent of an auditor’s responsibility in the 

matter. 

Consigned Goods—Outward 

It is the auditor’s duty to ascertain that consigned goods, out- 

ward, have been taken at prices not to exceed cost to consignor, 
whether in the hands of consignor’s own selling agencies or elsewhere, 

except that in some cases, involving a greater distance from the f.o.b. 
purchasing point, additional carriers’ charges may be added. 

Original Inventory Sheets 

If an official copy has been made, it is the duty of the auditor, 

in many cases, to inspect the original inventory sheets, however 

roughly they may have been compiled, and to test the accuracy of 

the official inventory, as to quantities, by comparing at least the 
large items. The scope of the test, however, will depend upon the 
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conditions present in each case. If errors are found in a short test, 

the auditor should pursue the work to a point where further possible 

errors are relatively negligible. 

If the auditor is credibly informed, as sometimes happens, that 

the original inventory sheets have been destroyed or lost, his respon- 

sibility for errors in copying ceases, except that, should he have 

reason to believe the inventory to be understated or overstated by 

a relatively large amount and be unable to locate the error through 

other operations, he may withhold or qualify his certificate, as in 

other contingencies. 

In many cases the auditor is specifically relieved of responsi- 

bility for copying errors, and in practice the operation is omitted in 

a large percentage of cases through reliance on the official copy, but 

it is a most fertile field for errors, and the auditor should not pass 

lightly over the matter in cases where the responsibility for unde- 

tected errors remains his. 

Gross Profit Test 

If an error of relatively large amount still exists in an inven- 

tory of stock-in-trade after adjustments have been made for all 

errors brought to light by the operations outlined under the fore- 

going captions, it will be reflected in the ratio of gross profit to sales; 

and any material change therein not warranted by existing conditions » 

known to the auditor should form the basis for further inquiry as 

to principles, and possibly a more exhaustive examination for clerical 

errors. F 

If the material change cannot be satisfactorily explained away 

through further effort, the auditor has again the wording of his 

certificate to fall back upon, for he will be held responsible for the 

opinion expressed therein. 

Certificates on Inventories 

It is the duty of the auditor to see that the inventory total is 

certified by a responsible officer, and if the inventory be a large one, 

that each section is certified correct as to quantities by the employee 

who superintended the physical work. These certificates are fre- 

quently found on the original sheets. 

In manufacturing concerns the head of the cost department 

should certify his section as being in agreement with controls and 

underlying detail records, and it is often desirable to have the factory 

superintendent countersign it, although at times it will be found that 

he is in ignorance of certain administrative burden charges. 

It is often desirable for the auditor to obtain for his files a 
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separate certificate, executed by a responsible officer, reading, in the 

case of a trading concern, somewhat as follows: “I hereby certify 

that the inventory of merchandise, amounting to $........ ,» a sum- 

mary of which is attached hereto, was taken as of (date) by respon- 

sible employees; that the items are priced at cost or market, which- 

ever the lower; that no unsalable, depreciated or consigned goods 

are included therein; that the original sheets have been carefully 

compared as to quantities, and that, to the best of my koowienae 

and belief, the inventory is correct in all other respects.” 

If the auditor obtains such a certificate, it will, in many cases, 

obviate his going into many of the points heretofore discussed, but 

upon the purposes of the audit and the scope of his instructions 

depends the amount of reliance to be placed upon it and the extent 

to which responsibility for errors is thus shifted from his shoulders. 

Book Inventories Other than Stock-in-Trade and Bulk Material 

Book inventories other than stock-in-trade and bulk material 

would include current assets, chiefly represented by materials and 

supplies of all kinds, and fixed assets such as live stock, wagons, 

automobiles, stable or garage equipment, furniture and fixtures, or 

any items the book value and quantity of which it is usual and advis- 

able to verify from time to time by physical inspection and count. 

If actual inventories of current assets have been taken reasonably 

close to, but not on the balance sheet date, the auditor is usually 

justified in assuming the book inventories to be correct after routine 

audit of current book entries, provided the Jast inventory adjustment 

was not relatively large in amount; but if an important adjustment 

is necessary, that fact should put the auditor on his guard against 

carelessness or errors of principle. 

- The same rule would apply as to fixed assets except that the 

items usually being much smaller-in number and much larger in 

amount, the auditor is almost invariably held responsible for the 

verification of each item of acquisition and disposition as reflected 

not only by book entries, but by the underlying records available, 

and he must exercise great care to see that the items are properly 

capitalized from the evidence at his disposal. 

The auditor should see that proper reserves for depreciation 

have been provided against the book values of fixed assets, or that 

the book or inventory figures reflect depreciated values, but further 

discussion of this important subject does not come within the scope 

of this paper. ! 

Book Inventories of Bulk Material ‘ 

Book inventories of bulk material will consists of such items as 

ore, pig iron, sand, coal, coke, logs and scrap metal, and it is usual 
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not to attempt a physical inventory, and frequently impracticable 

so to do, until the piles or other units of storage are practically 

exhausted, which may take several years. 

The usual practice is to add a small percentage to the weight 

or number consumed to cover waste or loss, and if the auditor ascer- 

tains that the usual allowance incident to the particular business 

has been made, he cannot be held responsible for shortages brought 

to light when the units are finally exhausted. 

In the case of some stocks, a close estimate can be made of the 

contents of a pile—e.g., there are formulas for ascertaining the 

weight of coal of various sizes stored in bins—and an auditor should 

in these cases make inquiry as to how recently a test had been made, 

and how the result, multiplied by the average unit cost, compared 

with the book value at the time. 

Estimated Inventory of Stock-in-Trade 

It occasionally happens that an auditor is called upon to report 

as to the estimated profits of a concern for a period at the end of 

which no inventory was taken. A vital element of gross profits being 

missing, the auditor has to supply it by a process of deduction, 

assuming a certain ratio of gross profit to sales to have existed for 

the period under review (usually the same as for the preceding 

period) and the inventory at beginning, purchases and sales being 

known. . 

In cases such as these the auditor should state clearly in his 

report that no inventory was taken and the means adopted to supply 

the deficiency. 

It is most desirable that the auditor take the opinion of someone 

else as to the estimated ratio of gross profit to sales, and state in 

his report whose opinion has been followed, thus placing the respon- 

sibility where it belongs in the event of a misinterpretation or misuse 

of the figures submitted. | NEES 

As will be noted, an auditor’s responsibilities in regard to veri- 

fication of inventories are frequently onerous. Certain points may 

be covered by him in an unequivocal manner, while certain others 

must be accepted upon information and belief. He must exercise due 

diligence and care at all times and satisfy himself, to the best of 

his ability, from the evidence available, that the total amount is sub- 

stantially correct. If he has conducted his work conscientiously and 

accurately and with a clear conception and an intelligent treatment 

of the many points involved, he has done his duty and the responsi- 

bility to his clients has been met.—From The Journal of Accountancy. 
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BUSINESS PROFITS WAR TAX 

Summary of Rates of Taxes Payable under Business Profits 

War Tax Act of 1916 and Amendments to Date 

On Profits of Year Ending During 1915, Tax Payable 1916 
of excess profits over 7% of capital of companies having $50,000 or more 
capital employed in the business. 
tax on excess over 10% of all other businesses having $50,000 or more cupital. 

On Profits of 1916, Tax Payable 1917 
of excess over 7% of capital of companies having $50,000 or more capital. 
on excess over 10% of capital of all other businesses having $50,000 or more 
capital. 

On Profits of 1917, Tax Payable 1918 
Businesses having $50,000 or more capital, and Munition Businesses 

of less than $50,000 capital. 

Incorporated Companies. 
Of CXCEBB OVEP  cicicsacesecpsbeescncnghadesses sees 7% up to 15% of capital. 

“ AO. | 5 DidteMte aa cpieieiiaie ae ic eneabebtinbe sake oes 15% “ 20% 
all “ M6 EERE PSCC Cape daaee CLR CEMET AO asSES 20% of capital. 

All other businesses. 
Of Exce’S OVER is esa Tiks chi seee cc cgi ee eas tas awe me up. to pn of capital. 

“ Oe ip wip a ob Raw aeeibs skate Cr we oe es Few ¢ 
| ee OF PY pbs 66a nse oe amrnee hens Eada ass 20% of capital 

On Profits of 1918, Tax Payable 1919 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 

on excess over 10% of capital. 

Businesses having $50,000 or more capital, and Munition Businesses 
of less than $50,000 capital. 

Incorporated Companies. 
of EXCESS OVET eee e seer ee eeeereeeeeeceeeerereeees ie up to jot of capital. 

COCO rere re esesaeseeenesesssseseveses /o 

a= or. at Ciavabae Oe hs tia bcce Sees VEER RE a en tes 20% of capital. 
All other businesses 

Of GXCOM OVER (555.0 cs Secu aceccawior Uekars Lene 10% up to ti of capital. 
a Te” Sag ca anivie bse Mb SCN a ee Deemer a ae eee 15% 20% 

all “ *. J gees gen pod kus0o neta Renee cee 20% of capital 

On Profits of 1919, Tax Payable 1920 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 
on excess over 10% of capital. 

Businesses having $50,000 or more capital, and Munition Businesses 
of less than $50,000 capital. 

Incorporated Companies. 
OF CXOGNS OVER Sek So ves cece jetee bes Poe te res 7% up to 15% of capital. 

. eee Serre CE Ee Pa . 15% “* 20% 
ali (* a via RRR ok bare wo ie ep REE te ates eee 20% of eaten 

All other businesses. 
OS WENO ONE. is sal 650046 s.c0podavwnbeReaamenaee - 10% up to aoe of capital. 

si Ns etme LNG oe wie ghee ieiaTae sales os ud OR RASS Cee 15% 
all “ ft) ior etaan tne caddie csce aie ee 20% of ak 

On Profits of 1920, Tax Payable 1921 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 
on excess over 10% of capital. 

Incorporated Companies having $50,000 or more capital. 
on excess OVET seen cere reece eeteceeceescnneeesens 10% Up to 4 of capital. 

ag “ce i eeeeew ee eee eenee eeeeeeeenee ereeeae eee 15% 20% 

ie b TEEES RA tenet eee cence eeee ewes «2 20% “ 30% se 
ON + Ba Re teak waauanns ac pewe ARES 30% of capital. 

(See text of Amendment 1920 published in July issue). 
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Summary of Rates of Taxes Payable under Income War Tax 

Act of 1917 and Amendments to Date 

Income of 1917, Tax Payable 1918 
4% Normal Tax on excess over $1,500 of single persons, or over $3,000 of married 

persons, as well as :— 

IG ME ON ee cs ca Cu ccbeecedweeosane @ 6,000 up to $ 10,000 
5% i * Orne ae, Seep ee a ae oe ,000 20,000 
8% Lcd ree ee on ee ee ere pee lam a Sakes'en Feet wa ee a 20,000 “ 30,000 
10% 89 = batain.e ola 0.b. 508 see TER o hb Male ak maces <s 30,000 “ 50,000 
15% * . SP etetsie eee ween n ane die % Rana ves : 60,000 “ 100,000 
25% oa = Sale gre wietsraatnene sitet tle s.ekieie- wae a garecbio ww & 100,000 

Companies pay 4% Normal Tax only on excess over $3,000. 

Income of 1918, Tax Payable 1919 
2% Normal Tax on excess over 1,000 up to $1,500, and 
4% on all excess over $1,500 of single persons, 
2% Normal Tax on excess over $2,000 up to $3,000, and 
4% on all excess over $3,000 of married persons as well as:— 

2% om excess over .......4.- baa sexea ee pate ails aavain ei <0 $ 6,000 up to $ 
5% ™ tte oi alg bias Cab aslawbe anes EAT ee oe 10,000 “ 
8% ” ie Leib ake ovacd cen ccadeteeinakeeeee >. See 20,000 “ 
10% “< Bed SSeS AR eee Pee ey Oe Pe ee = 30,000 “ 
15% sin « Giveaces ee siotewieid wx Beata exeiweaee - 50,000 “ 
20% ned We us ae ale ator ie area IPN a Fane RP PRE fe tn Oa 75,000 “ 
25% e 43 adh winateld y leans nee 0 R deite Ge edie whe «ie : 100,000 “ 
380% is bia eee eee eee ee eee eeeereee ereeeee eeee 200,000 be 

85% be = Sooke alana a 676 Gnd Re awe Ra Ee aieiare ee oi 400,000 “ 
40% ” ct Meee aleaagctian Sapasbasiee a hecheetees 600,000 “ 
45% oe ix Oe aw NOs ahs She hewcacareee aie: Brn aioe elee 800,000 oe 

50% - > piers aistatnare sc eMiaierd bit MEb aloe on ee ge cee 1,000,000 

And in addition to above. 

5% of tax on excess Income Over 9 ....cesneecceccseees $ 6,000 
10% i - Ret S |!” gcacaia wala aie nie sialeleee,s 46,000 = ° 
15% “ a RL SEE AE > 100,000 
85% My * s Seas teteewendteawe 200,000 

10,000 
20,000 
30,000 
50,000 
75,000 

100,000 
200,000 
400,000 
600,000 
800,000 

1,000,000 

up to $ 10,000 

Companies pay 6% Normal Tax only on excess over $3,000. 

Income of 1919, Tax Payable 1920 

100,000 
200,000 

4% Normal Tax on excess over $1,000 up to $6,000 of single persons, or over $2,000 
of married persons, and 8% Normal Tax on all excess over $6,000 of all persons 
as well as:— 

Ws OM - GEOG OVE. ike cctecencusvcseves Siein'e Abaya 4 $ 5,000 up to $ 6,000 
2% “ty bi + eehsakentgeehia beac ey Prot pli tae 6,000 “ 8,000 
3% = a Svextéiweawe er eesexs we alee eek ea ames 8,000 “ 10,000 
4% s . #8 ga Reelin We b's lee WB's jee. 6 Uis » CBee é 10,000 =“ 12,000 

and so on 1% added for every additional $2,000 of income up to $100,000. 
52% on CXCOSB wee eee eee ee Seales oh Cie Coa emiee hile saceas $ 100,000 up to $ 150,000 
56% : date 6:6.6'o.ceiadn DS MAac A Gum gp) 0 4.0 StS orm lose eth cais.6 150,000 “ 200,000 

* ecwe duuevelas SATEEN awakes 0 as Saaeebae : 200,000 “ 800,000 
638% ri eines ata ake PUM Miata wis 0) ai6 pis 6 eked 6 deieiciore 300,000 “ 500,000 
64% bad eee bere. te b ORD eh ne wgeasls 8 Cate BAe Y ow's's 06 500,000 “ 1,000,000 
65% * DRIES 6S RR Ae eee 1,000,000 

And also 5% on the above Taxes when Income is $5,000 or more. 
Companies pay 10% Normal Tax on excess Income over $2,000, and in addi- 

tion, 5% on tax when Income is $5,000 or more. 

Income of 1920, Tax Payable 1921 

Same rates as shown above for 1919, but one-fourth of the amount of tax is 
to be paid on fyling return and balance in three bi-monthly instalments, and penalty 
of 10% or 50% or 100% on excess income not reported. 

(See text of Amendment 1920 published in July issue). 
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1920 

THE INCOME WAR TAX ACT AMENDED 

Companies 

Corporations will pay 10 per cent. on net income in excess of 

$2,000, and in addition 5%_on tax when jncome is $5,000 or more. 

Individuals 

NoRMAL Tax 

Individuals will pay 4 per cent. upon all incomes exceeding $1,000 

up to $6,000 in the case of unmarried persons, widows and widowers 
without dependent children, and upon all incomes exceeding $2,000 

up to $6,000 in the case of all other persons. 

From the Normal Tax only individuals are exempt on $200 of 

income for each dependent child under eighteen years of age. 

Individuals will pay 8 per cent. Normal Tax upon all excess over 

$6,000. 

SuPER TAX 

Individuals, in addition to the Normal Tax, will pay a Super — 
Tax of:— 

One per cent. on income exceeding $5,000, but not exceeding 

$6,000. 

Two per cent. on income exceeding $6,000, but not exceeding 

$8,000. 

Three per cent. on income exceeding $8,000, but not exceeding 

$10,000. 

And so on, in like manner, the Super Tax is increased by gradua- 

tion 1 per cent. additional tax for every additional $2,000 of income 

up to $100,000. : 

Increased Super Tax rates are levied upon all incomes in excess 

of $100,000. 

And in addition to the Normal Tax and the Super Tax, 5 per 

cent. on the combined amount of the Normal and Super Taxes where 

the income is $5,000 or more. 
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INCOME TAX RATES 

Amount of Tax on Incomes of 1919 and 1920 

Unmarried Married 

Persons. Persons. Income. 

Sweats Exempt Exempt $ 3,000 
ys. $ 4 = 3,100 
SNe abie 8 fA 3,200 
LT pe 12 i 3,300 
Riite'Siave 16 bas 3,400 
Shisha cane 20 te 3,500 
ae via 5 24 ¥ 3,600 
tad 28 -” 3,700 
Cth eu. 32 - 3,800 
5 wie ‘eres 36 a 3,900 
guabdsts 40 r 4,000 
RI 44 ~$ 4 4,100 
BS seis 48 8 4,200 
aah 52 12 4,300 
acptatetala 56 16 4,400 
eee Ss 60 20 4,500 
Sieg h aie 64 24 4,600 
Lhasa 68 28 4,700 
> Fag tie 72 32 4,800 
e Paktes 76 36 4,900 

Married Persons 

Unmarried Married 

Persons. 

ee eee 

*eeneevee 

oeeenee 

eoeneevee 

Tax on $5,000 up to $8,900. 

Persons. 

NoTeE.—Unmarried persons and widows and widowers without 

dependent children pay $42 more than married persons on income of 

$5,000 or more. 

Income. 

$ 5,000 
0 

eosee renee eeeee 

eee eevee eeeeoe 

eoeeeveeveeeeevree 

eeeeveaeeeere eee 

ewreeeeeereee eee 

Married 

Persons. 

$ 126.00 
131.25 
136.50 
141.75 
147.00 
152.25 
157.50 
162.75 
168.00 
173.25 
178.50 
189.00 
199,50 == 
210.00 
220.50 
231.00 
241.50 
252.00 
262.50 
273.00 
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Income. 

oeeeereereeaeeee 

eoereereeeereeeee 

oee ere eee ee eee 
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ceoeereeeeeaeev eee 

oereeevre eee eee 

sere eee eee eveas 

Married 

Persons. 

$ 283.50 
294.00 
304.50 
315.00 
325.50 
336.00 
346.50 
357.00 
367.50 
378.00 
388.50 
400.05 
411.60 
423.15 
434.70 
446.25 
457.80 
469.35 
480.90 
492.45 
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Married Persons 

Tax on $9,000 up to $16,900. 

eeeeveeveeeevene 

esoeeveveeeeeeee 

ocr eee eeereenee 

eee veseeoaneeeee 

eeeeeeeeevesnee 

eeeeeeeeeev ees 

eeeeeeeveeveeee 

eevenvreevreveeeee 

eeeseeeeveaevet 

eee eeeeeevesed 

eeoeeveeeeeeeen 

Married 

Persons. 

$ 504.00 

515.55 

527.10 

538.65 

550.20 

561.75 

573.30 

584.85 

596.40 

607.95 

619.50 

632.10 

644.70 

657.30 

669.90 

682.50 

695.10 

707.70 

720.30 

732.90 

745.50 

758.10 

770.70 

783.30 

795.90 

808.50 

821.10 

833.70 

846.30 

858.90 

871.50 

885.15 

898.80 

912.45 

926.10 

939.75 

953.40 

967.05 

980.70 

994.35 
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Married 

Income. Persons. 

SIS 000! i ck cee kos $1,008.00 

IB I00 ssi 2k avnsn 1,021.65 

138.208: .f eee sie tase 1,035.30 

LS BOO oa ce eile eo 1,048.95 

AO AGO 75s wcSSa Vise 1,062.60 

1608 5. iS caeee 1,076.25 

1B G00 | kk Laie ee t6a 1,089.90 

Be TO sia 0b x0:0ip mie 1,103.55 

BO BOG | ook Sie sees 1,117.20 

TE OOO: oR chsh 1,130.85 

$1000 ss Ge aes 1,144.50 

TE108  s. Cieaws wires 1,159.20 

4 DOO 6 cee ae ee oes 1,173.90 

PEO sine en es aes 1,188.60 

Po || | an 1,203.30 

DEIOO a vv eees baa 1,218.00 

TAO ooo ea a eae 1,232.70 

A Ay Selah onto 1,247.40 

TABOO’. PN wKeee 1,262.10 

14.000 5: eis cuit nes 1,276.80 

16,000 | oc vin ccs oat 1,291.50 

BODOG 4-5. civwecesans 1,306.20 

SE OG  s ikusa vind tems 1,320.90 

TEB00 5 wa awe 1,335.60 

AO MUR 50 hss UeSREN 1,350.30 

TROD ca baka ew ae 1,365.00 

ROMO jccp'nce pees eat 1,379.70 

EBA sh ak is veeenen 1,394.40 

DL. eee Pee ie: 1,409.10 

BD 0G waie cae aes 1,423.80 

POON Ss sews cdi 1,438.50 

PO AOU Vi 0 ss kanee 1,454.25 

LG20e cee eAtei Te 1,470.00 

AC BOO ii as hee aeeete 1,485.75 

16406 co isisarcis 1,501.50 

18 B00 a's 5 taédvedan 1,517.25 

16,600) 4 oo obey eae 1,533.00 

16 Fee b o6 caren ete 1,548.75 

LO BOO cisco seat 1,564.50 

16,000 Sco isivearz 1,580.25 



INCOME TAX RATES 

, 
Income. 

$17,000 

17,100 

17,200 

17,300 

17,400 

17,500 

17,600 

17,700 

17,800 

17,900 

18,000 

18,100 

18,200 

18,300 

18,400 

18,500 

18,600 

18,700 

18,800 

18,900 

19,000 

19,100 

19,200 

19,300 

19,400 

-19,500 

19,600 

19,700 

19,800 

19,900 

20,000 

20,100 

20,200 

20,300 

20,400 

20,500 

20,600 

20,700 

20,800 

20,900 

Married Persons 

Tax on $17,000 up to $25,000. 

Married 

Persons. 

2,143.05 seer e ee ee eeene 

eorre ee ee eeeene 
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Married 

Income. Persons. 

$21. 000: 62d. 80.2 Beads $2,268.00 
PEIOO sek cic TEROM 2,285.85 
21.900 8A GA 2,303.70 
a ee akin Dyan: 2,321.55 
OFS. nace aks 2,339.40 
a a 2,357.25 
PIBOG sists ois cases 2,375.10 
OL TOD via oe. US: 2,392.95 
| asin k aS 2,410.80 
CEN side cians sane 2,428.65 
DO SR ORS ee rete 2,446.50 
PE 900 2. ge. ees 2,465.40 
97 200 32552. .S. ek 2,484.30 
A 2,503.20 
92 AOG = cas nck ove OSs 2,522.10 
PE ROO soli le sigese 2,541.00 
A OR os 2,559.90 
OF FOG eer ace 2,578.80 
a SR Ng aera 2,597.70 
2900 2s 50553. 68 si 2,616.60 
$NOG 6 exe Siac ce. 2,635.50 
510050. 2.0.00’ 2,654.40 
Oa ee Sa 2,673.30 
RS ee hs aa 2,692.20 
PEAOG: Foi ecads cas 2,711.10 
BE BOO AL cae ss 2,730.00 
TE eae 2,748.90 
ke a ee 2,767.80 
pe a Sn 2,786.70 
a ea 2,805.60 
ee” RAE eee 2,824.50 
BANOO cco es 00k iis 2,844.45 
Es: oe 2,864.40 
ee ee 2,884.35 
ae) Sapa ka Seay Sa 2,904.30 
SEBOO 53 dhs ik es 2,924.25 
BEMOG: 3 hS7 ck eee: 2,944.20 
yi ao ee 2,964.15 
BESO" es Vacate 2,984.10 
Bh O00. led ie x Lae 3,004.05 
G5.000 2500 Mavi ess 3,024.00 
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Married Persons 

Tax on Income in Excess of $25,000. 

NoTe.—Unmarried persons and widows and widowers without 

dependent children pay $42 more than married persons on income of 
$5,000 or more. 

Over $25,000 to $26,000: 
Take tax on first $25,000—$3,024. (See other table.) Add $19.95 
on each $100 excess. 

Over $26,000 to $28,000: 
Take tax on first $26,000—$3,223.50. 
Add $21.00 on each $100 excess. 

Over $28,000 to $30,000: 
Take tax on first $28,000—$3,643.50. 
Add $22.05 on each $100 excess. 

Over $30,000 to $32,000: 
Take tax on first $30,000—$4,084.50. 
Add $23.10 on each $100 excess. 

Over $32,000 to $34,000: 
Take tax on first $32,000—$4,546.50. 
Add $24.15 on each $100 excess. 

Over $34,000 to $36,000: 
Take tax on first $34,000—$5,029.50. 
Add $25.20 on each $100 excess. 

Over $36,000 to $38,000: 
Take tax on first $36,000—$5,533.50. 
Add $?6.25 on each $100 excess. . 

Over $38,000 to $40,000: 
Take tax on first $38,000—$6,058.50. 
Add $27.30 on each $100 excess. 

Over $40,600 to $42,000: 
Take tax on first $40,000—$6,604.50. 
Add $28.35 on each $100 excess. 

Over $42,000 to $44,000: 
Take tax on first $42,000—$7,171.50. 
Add $29.40 on each $100 excess. 

Over $44,000 to $46,000: 
Take tax on first $44,000—$7,759.50. 
Add $30.45 on each $100 excess. 

Over $46,000 to $48,000: 
Take tax on first $46,000—$8,368.50. 
Add $31.50 on each $100 excess. 

Over $48,000 to $50,000: 
Take tax on first $48,000—$8,998.50. 
Add $32.55 on each $100 excess. 

Over $50,000 to $52,000: 
Take tax on first $50,000—$9,649.50. 
Add $33.60 on each $100 excess. 

Over $52,000 to $54,000: 
Take tax on first $52,000—$10,321.50. 
Add $384.65 on each $100 excess. 

Over $54,000 to $56,000: 
Take tax on first $54,000—$11,014.50. 
Add $35.70 on each $100 excess. 
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Over $56,000 to $58,000: 
Take tax on first $56,000—$11,728.50. 
Add $386.75 on each $100 excess. 

Over $58,000 to $60,000: 
Take tax on first $58,000—$12,463.50. 
Add $37.80 on each $100 excess. 

Over $60,000 to $62,000: 
Take tax on first $60,000—$13,219.50. 
Add $38.85 on each $100 excess. 

Over $62,000 to $64,000: 
Take tax on first $62,000—$13,996.50. 
Add $389.90 on each $100 excess. 

Over $64,000 to $66,000: . 
Take tax on first $64,000—$14,794.50. 
Add $40.95 on each $100 excess. 

Over $66,000 to $68,000: 

Take tax on first $66,000—$15,613.50. 
Add $42.00 on each $100 excess. 

Over $68,000 to $70,000: 
Take tax on first $68,000—$16,453.50. 
Add $43.05 on each $100 excess. 

Over $70,000 to $72,000: 
Take tax on first $70,000—$17,314.50. 
Add $44.10 on each $100 excess. 

Over $72,000 to $74,000: 
Take tax on first $72,000—$18,196.50. 
Add $45.15 on each $100 excess. 

Over $74,000 to $76,000: 
Take tax on first $74,000—$19,099.50. 
Add $46.20 on each $100 excess. 

Over $76,000 to $78,000: 
Take tax on first $76,000—$20,023.50. 
Add $47.25 on each $100 excess. 

Over $78,000 to $80,000: 
Take tax on first $78,000—$20,968.50. 
Add $48.30 on each $100 excess. 

Over $80,000 to $82,000: 
See tax on first $80,000—$21,934.50. 

d $49.85 on each $100 excess. 
ae $82,000 to ‘eu, 000: 

Take tax on first $82,000—$22,921.50. 
Add $50.40 on each $100 excess. 

Over $84,000 to $86,000: 
Take tax on first $84,000—$23,929.50. 
Add $51.45 on each $100 excess. 

Over $86,000 to $88,000: 
Take tax on first $86.000—$24,958.50. 
Add $52.50 on each $100 excess. 

Over $88,000 to $90,000: 
7a tax on first $88,000—$26,008.50. 

d $53.55 on each $100 excess. 
Over $90,000 to +02. 000: 

Take tax on first $90, 000—$27,079.50. 
Add $54.60 on each $100 excess. 

Over $92,000 to $94,000: 
Take tax on first $92,000—$28,171.50. 
Add $55.65 on each $100 excess. 
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Over $94,000 to $96,000: 
Take tax on first $94,000—$29,284.50. 
Add $56.70 en each $100 excess. 

Over $96,000 to $98,000: | 
Take tax on first $96,000—$30,418.50. 
Add $57.75 on each $100 excess. 

Over $98,000 to $100,000: 
Take tax on first $98,000—$31,573.50. 
Add $58.80 on each $100 excess. 

Over $100,000 to $150,000: 
Take tax on first $100,000—$32,749.50. 
Add $630 on each $1000 excess. 

Over $150,000 to $200,000: 
Take tax on first $150,000—$64,249.50. 
Add $672 on each $1000 excess. 

Over $200,000 to $300,000: 
Take tax on first $200,000—$97,849.50. 
Add $714 on each $1000 excess. 

Over $300,000 to $500,000: 
Take tax on first $300,000—$169,249.50. 
Add $745.50 on each $1000 excess. 

Over $500,000 to $1,000,000: 
Take tax on first $500,000—$318,349.50. 
Add $756 on each $1000 excess. 

Take tax on first $1,000,000—$696,349.50 
Add $766.50 on each $1000 excess. 

Over $1,000,000: 
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1921 

NCE more old Father Time brings round a new year, which in 

our sphere is the signal for closing up the year’s accounts, 

turning over a new leaf, and making another start. The 

Publication Committee desire at this time to extend to you the sea- 

son’s greetings and best wishes for your happiness and prosperity. 

They also desire to express their thanks and appreciation for the 

many kind words of commendation received during the year. It is 

the aim and hope of the Committee to constantly maintain the 

standard and usefulness of the magazine to the profession and they 

again invite contributions on occupational subjects from Canadian 

Accountants. As announced in October, commencing with the July 

number, the magazine will become a bi-monthly. May we hope that 

this is a step toward a greater magazine? 

BUSINESS PROFITS WAR TAX ACT 

T is possible that in the legislation of the coming parliamentary 

session the Business Profits Tax will disappear. Imposed as a 

revenue-producer in war time when big profits were being made 

in munitions and similar activities it served a profitable purpose. 

Now it is regarded as a handicap on business. What is more, it is 

believed that the number of firms rolling up any “excess” profits this 

year will be few, so the revenue from that source may be small. The 

chances are that the tax will be wiped out altogether. 

DIVIDEND RULING 

Under a recent ruling of the Finance Department, dividends de- 

clared exclusively from profits realized before January 1, 1917, dis- 

tributed on or before December 31, 1920, will not be liable to taxation 

under Dominion Act. 
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INCOME WAR TAX ACT 

HE income tax may be accepted as a comparative permanency. 

The rates are not likely to be changed materially, but greater 

efficiency in collection is aimed at. The penalties this year 

will be practically automatic and very severe as instanced by the fact 

that in the case of a party making a deficient return, the whole 

amount of the deficiency may be appropriated by the government in 

addition to the taxes on the proper total, and prosecution, criminally, 

for making a false return. 3 

WAR FINANCING 

R. J. H. GUNDY, Canada’s representative at the international 

financial conference held in Brussels, Belgium, in a recent 

address on “War Financing and its Consequences,” said that 

the cause of the present unrest in the world was inflated credits and 

that there should be a return to a gold basis and a general reduction 

of expenditures. He also pointed out that the Minister of Finance 

had taken in one hundred million dollars of war loan during the past 

year. 

Forty per cent. of the entire income of European peoples was 

being spent by their Governments, Mr. Gundy said. Britain was the 

only country which was raising enough to meet its expenditures. 

And, speaking of inflated credits, he said: 

“Inflation not only decreases prices, relieves a man from his 

debts, cuts wages and creates unrest, but it makes trade difficult, 

because it is impossible to learn what a dollar will he worth to-mor- 

row.” ; 

The conference had suggested that Europe should help itself by 

stopping inflation, but people of America should be willing to lend to 

Europe out of their savings. 

Wealth could be produced only by work and production. Ex- 

travagance should cease and unnecessary expenditures should be post- 

poned and there should be an absolute abandonment of subsidies. 

CANADIAN INDUSTRIES 

TATISTICS showing the number, capitalization, payroll and pro- 

duction of the manufacturing establishments in forty-four cities 

in Canada in 1918 have been compiled by the Dominion Bureau 

of Statistics. Montreal and Toronto, as might be expected, head the 
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list of industrial cities. Toronto leads in the number of establish- 

ments, having 2,835 as compared with Montreal’s 2,375. Montreal’s 

manufactories, however, boast higher capitalization, larger number of 

employees and output of a greater value than do those of Toronto. 

The capitalization of Montreal industries is placed at $468,401,481, 

the number of their employees at 157,878, their payroll for the 

year at $110,196,219, the raw materials they utilized at $291,973,466, 

‘and the value of their products at $551,814,605. Toronto industries 

had an aggregate capital of $392,045,178, employed 106,128 persons, 

paid in wages $105,509,698, utilized raw materials worth $266,580,781, 

and produced goods valued at $506.429,283. 

Hamilton stands fourth in the list in point of number of estab- 

lishments, having 685 as compared with Winnipeg’s 779. But Hamil- 

ton stands third for other reasons. Hamilton’s industries were capi- 

talized at $142,336,442, employed 30,944, paid in salaries and wages 

$31,901,388, used raw materials valued at $114,258,586, and produced 

finished goods worth $188,456,598. Vancouver is fifth, Ottawa sixth, 

Quebec seventh, and London, Ont., eighth in point of view of number 

of establishments. 

The statistics cover the industries of 44 cities, of which 23 are 

in Ontario. The total number of establishments given is approximately 

12,800, with capitalization exceeding two billion dollars and giving 

employment in 1918 to nearly 500,000 persons. 

NO FOOLS IN PARADISE 

Ex-President Taft said during one of his lectures in Canada: 

“If we don’t take warning from this war—if we don’t devise 

some means to have no more wars forever—then we deserve to be 

extinguished, wiped out. Goodness knows we have had war warn- 

ings enough! 

“T am reminded of a story,” Mr. Taft went on. “It’s a story 

about two men who died and knocked for admission at the gate of 

Paradise. 

“St. Peter admitted the first man without sending him for a term 

in purgatory on the ground that he had been married. 

“The second man, perceiving this, stepped up with a confident 

smile. 

“*T have been married twice,’ he said. 
“St. Peter frowned and pointed sternly straight downward with 

his fore-finger. 

“*We want no fools in Paradise,’ said the saint.” 
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ESQUIRE 

EMOCRATIC Canadians who approve the Dominion’s no-title 
policy may be surprised to learn that the “Esquire” so often 

written unthinkingly after the name of an addressee is really 

a nobiliary title, and that the Royal College of Heralds is endeavor- 

ing to stop its misuse in England. There are Esquires by virtue of 

inheritance or by grant of arms from the Crown, and also Esquires 

ex officio, such as Episcopalian divines, judges, commissioned officers, 

and members of the bar. 

PERSONALS 

Messrs. Rorie and Small, Vancouver, B.C., have pleasure in 

announcing that they have opened a Branch Office in the Smith 

Block, Third Avenue, Prince Rupert, B.C., and that Mr. George 

Rorie, C.A., will be the resident partner in charge of this office for 

the time being. 

Messrs. Wm. R. Jex, Colin P. MacKintosh and David A. B. Murray, 

announce having formed a partnership as Chartered Accountants 

with office at 307 McIntyre Block, Winnipeg. 

Messrs. Guthrie, Hunter & Co., Chartered Accountants, 59 Wall 

Street, New York, announce that Mr. Thomas Heads, C.A., will be- 

come active as a partner from January Ist, 1921. 

Messrs. P. Miles Taylor & Co., New York, announce removal 

of their office to 49 Wall Street. 

Messrs. Clarke, Houston & Co., announce the removal of their 

Toronto office from 32 Church St. to 58 Wellington St. East. 

Mr. W. A. Tolmie, C.A., has retired from the firm of Alfred 

Shaw, Tolmie & Co., Vancouver, B.C., and has opened offices at 722 

Standard Bank Building. Mr. Shaw, C.A., will continue business at 

Rooms 708-9-10 Credit Foncier Building, Vancouver. 
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PROVINCIAL SOCIETIES, LOCAL NEWS 

THE INSTITUTE OF 

CHARTERED ACCOUNTANTS OF ONTARIO 

DIPAN | 

ae eS (Incorporated 1883.) 

R. J. Dilworth, President. T. Watson Sime, Secretary. 

W. J. Valleau, Registrar. 

The Chartered Accountants Students’ Association held a very 

successful and enjoyable dinner at the Mossop Hotel, on the even- 

ing of Tuesday, December 7th, when those present had the pleasure 

of hearing an address on “Municipal Finance,” by Mr. Thomas 

Bradshaw, late Commissioner of Finance of the City of Toronto. 

The attendance was large (132), many of the leading Chartered 

Accountants of the city being present. 

The younger members of the Institute have lately inaugurated 

a luncheon club and propose holding a noon lunch for the members 

once a month. The first of these luncheons was held on Monday, the 

13th of December, at the Mossop Hotel, and was a great success, 

over 70 of the local members attending. The speaker for the oc- 

casion was Mr. George Edwards, who gave an interesting discrip- 

tion of the Accounting and Auditing System adopted by the Imperial 

Munition Board during the stress of war. Future luncheons will 

be held the second Monday in each month and all Chartered Ac- 

countants will be welcome. 

The Examination Committee held a meeting on the 28rd of 

December, when Mr. Arnold Morphy was unanimously re-elected 

Chairman of the Committee, and the examiners for next examinations 

were appointed. 

Owing to a proposed change in the Institute year, to conform 

with other Canadian Institutes, it will be necessary to hold the 

examinations the beginning of May. Particulars will be advised 

applicants and students as soon as the time is definitely fixed. 

The following books have been added to the Library since the 

1920 catalogue was issued:— — 

Sec. B Cost Accounting, Part 1...... Nicholson and Rorbach 47 

Cost Accounting. Part 2 Are seen Nicholson and Rorbach 48 
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Departmental Cost Keeping .................000. Lunt 50 

Principles and Practice of Cost Accounting ....Baugh 52 

The Workers’ Interest in rinse gin wel tad Gaal Jenkinson 651 

Sec. C Duties of Auditors ............ dip eeea ne «..-Pixley 33 

How ‘to Audit | 9555 332 each Fe pee ‘ee .0:6 epee ee 32 

Sec. D Annual Financial Review .............. ....-Houston 70 

Office Machinery and Appliances ............. Dicksee 58 

Sec. E Common Sense and Labor ................ Crowther 74 

English Public Finance ..... ad tok PUR ob oe eee Fisk 72 

Principles of Profit Sharing ...%3 2.033. 3.088 Button 75 

Why. Men- Sth sis iocgidieiinds oe bbs 8s Crowther 73 

Sec. F Concordance of The Commanice Act 

Business Profits War Tax Act |............ Bell 91-92 

Income War Tax Act 

Business Profits War Tax Act, Consolidated ...... Bell 93 

Canadian Bankruptcy Reports, Annotated. Vol. 1..... 101 

Canadian Bankruptcy Reports, Annotated. Vol. 2..... 102 

Company: UGG i s5.6:050h5 ces tees .Masten and Fraser 95 

Everyman’s Legal Guide ......ccecceccevesons Meek 89 

Excess Profits Tax Procedure (U.S.) ....Montgomery 88 

Municipal Manual ........... 66a 98 Robson and Hugg 94 

- INSTITUTE OF CHARTERED ACCOUNTANTS 

OF MANITOBA 

THI I Roe a 

SSSA 
; : (Incorporated 1886.) 

F. C. Gilbert, President. W. J. Spence, Secretary. 

Results of examinations conducted by the University of Manitoba 

for the Institute were announced recently. Full details will be avail- 

able after the next monthly meeting of the Council of the Institute. 

The following is a list of the successful candidates: Intermediate 

—Bryers, Brandon H.; Holloway, John L.; Horne, Henry B.; Mc- 

Donald, Walter W.; Partridge, Harold R. (conditioned in Account- 

ing I. and II.); Saul, Thomas E. 

The following passed supplemented examinations in the subjects 
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indicated: Gould, William A., English and Commercial Law IL; 

Hare, Geo. B., English; Sharp, Harry, Accounting II. 

Final examinations: Goodman, Geofrey H. 

The following passed supplemental examinations in the subjects 

indicated: Aitken, William, Accounting I. and II.; Dunbar, James E., 

Auditing I. and Accounting II.; Gibbs, Philip A., Accounting I. and 

III.; Gray, Alexander, Auditing II. and Accounting II.; Hanson, 

Harold S., Accounting II.; Neilson, Gordon A., Accounting L.; 

Slocomb, Karl G., Accounting II.; Turner, Albert E., Accounting II. 

THE INSTITUTE OF 

CHARTERED ACCOUNTANTS OF 

BRITISH COLUMBIA 

(Incorporated 1905.) 

J. B. Woodthorpe, President. H. D. Christie, Secretary-Treasurer. 

Since the issue of our last News Letter the following have for 

various reasons ceased to be members of this Institute, viz: Messrs. 

E. R. Alderson, H. W. Godby, J.. Marwick, J. C. Gillespie, T. K. 

Hodge, G. Leicester and G. R. Hughes. 

An arrangement has been made with the University of British 

Columbia whereby the Junior Matriculation Examination of that 

body, held in June each year, will take the place of the Preliminary 

Examination hitherto conducted by this Institute. 

A society called “The Chartered Accountants Literary and De- 

bating Society of British Columbia” has been started this winter 

and some interesting and useful debates have already been held in 

the Institute Rooms. The Students’ Society has also held one or two 

meetings and had the benefit, on the evening of the 30th November, 

of a lecture on the Bankruptcy Act delivered by Mr. Geo. E. Winter. 

_ The amendments to By-laws Nos. 1 and 6 of the Dominion As- 

sociation were considered by the Council on the 6th October, 1920, 

and agreed upon. 

This Institute again cordially invites the members of the Do- 

minion Association to attend the Convention to be held in Vancouver 

next summer. 
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Dominion Association of Chartered 
Accountants 

te 
OFFICERS 1920-1921 

PRESIDENT : 

GEORGE E. WINTER ee a re Vancouver, B.C. 

VICE-PRESIDENT : 

H. D. CREIGHTON o% Ak ‘s es Halifax, N.S. | 

SECRETARY-TREASURER : 

H. D. CHRISTIE, .. 905 Yorkshire Building, Vancouver, B.C. 

COUNCIL 

REPRESENTATIVE ELECTED BY 

The Association of Accountants in 

Montreal. 

J. A. GRANT, Montreal, Que. 

JaMES HUTCHISON, Montreal, Que. . 

ARTHUR C. NeFF, Toronto, Ont. 

BRYAN PONTIFEX, Toronto, Ont. 

OSLER WADE, Toronto, Ont. 

The Institute of Chartered Ac- 

countants of Ontario. 

The Institute of Chartered Account- 

F,. C, GILBERT, Winnipeg, Man. ants of Manitoba. oe 

‘ S es Institute of Chartered Ac- 

Cn i PRON, Trae Pee ; countants of Nova Scotia. 

} The Institute of Chartered Account- 
ants of British Columbia. 

GEORGE E. WINTER, Vancouver, B.C. 

JOHN PARTON, Winnipeg, Man. ‘ 

GORDON TANSLEY, Montreal, Que. .. 

Thé Institute of Chartered Account- 

ants of Saskatchewan. 

G. C. ROOKE, Regina, Sask. 
B. R. Masecar, Saskatoon, Sask. . 

J. B. SUTHERLAND, Calgary, Alta. .. ym Institute of Chartered Account- 
W. H. A. THompson, Calgary, Alta. ants of Alberta. 

The Institute of Chartered Account- W. A. Loupoun, Fredericton, N.B. .. 
lage ee ome ants of New Brunswick, 
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OFFICIAL LIST OF MEMBERS 

OFFICIAL LIST MEMBERS DOMINION ASSOCIATION OF 

CHARTERED ACCOUNTANTS 

Norte.—This list does not contain the names of those members of a Provincial Society 
non-resident in Canada, By-Law No. 1 of the Dominion Association of Chartered Account- 
as pecviding ‘the membership shall be ipso facto the members in good standing resident 
n Canada,” etc. 

The Association of Accountants in Montreal 

APEDAILE, J. L., c/o Price Bros., Quebec. 

BAKER, C. W., 282 St. James Street, Montreal. 

BAKER, E. M., 117 Church Street, Windsor, Ontario. 

BALLANTYNE, A., c/o Marwick Mitchell and Company, Montreal. 

BENNETT, E. J., 1528 Bank of Hamilton Building, Toronto. 

BIRNIE, J. G., 232 St. James Street, Montreal. 

BLACKSTONE, F.. GORDON, 1008 Eastern Township Building, Montreal. 

BRIMACOMBE, L., 180 St. James Street, Montreal. 

Bropig, A. B., 608 Dominion Express Building, Montreal. 

BURDEN, G. S., 80 St. Francois Xavier Street, Montreal. 

CAMPBELL, S. R., 142 Notre Dame street West, Montreal. 

Cinq Mars, A., 50 Notre Dame Street West, Montreal. 

CLAGUE, J. A., Sun Life Assurance Company, Montreal. 

CLAPPERTON, H. D., 80 St. Francois Xavier Street, Montreal. 

Coz, A. W., 157 St. James Street, Montreal. 

Cong, ERNEST C., 84 Commercial Union Building, Montreal. 

Cross, A., 142 Notre Dame Street West. Montreal. 

Currig, G. S., 179 St. James Street, Montreal. 

CUSHING, L., 80 St. Francois Xavier Street, Montreal. 

DAVENPORT, GEO., Room 200, 103 St. Francois Xavier St., Montreal. 

Dowlg, L. A., 10 Adelaide Street East, Toronto. 

DURNFORD, GEO., 189 St. James Street, Montreal. 

Epwarps, H. P., 107 St. James Street, Montreal. 

FERRIE, R., 802 Royal Bank Building, Toronto. 

Fisk, A. K., 703-4 Eastern Townships Bank Building, Montreal. 

GAGNON, P. A., 316 Quebec Bank Building, Montreal. 

Gowan, A. A., 17 St. John Street, Montreal. 

GRANT, J. A., 142 Notre Dame Street West, Montreal. 

Hains, JOHN McD., 412 Coristine Building, Montreal. 

Hm, M. S. T., 235 Board of Trade Building, Montreal. 

Hopeson, C. A., 80 St. Francois Xavier Street, Montreal. 

Hopeson, G. W., 511 Power Building, 83 Craig Street West, Montreal, 

Hops, A. E. M., 263 St. James Street, Montreal. 
HUNTER, GEo. JR., 80 St. Francois Xavier Street, Montreal. 

HUTCHISON, JAS., 80 St. Francois Xavier Street, Montreal. 

HyYbsE, JOHN, 18 St. Alexis Street, Montreal. 

JonEs, G. McCarTHY, 854 Lorne Crescent, Montreal. 

JONES, W. S., 187 McGill Street, Montreal. 
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Kerr, DAvip S., 232 St. James Street, Montreal. 

KING, HAROLD, 591 St. Catharines Street West, Montreal. 

KINGAN, G. B., 120 St. James Street, Montreal. 

KENT, L., 180 St. James Street, Montreal. 

L’HEUREUX, J. A., 296 St. Paul Street West, Montreal. 

LABELLE, J. Z., Ste Thérése de Blainville, Que. 

LARUE, J. A., 126 Rue St. Pierre, Quebec. 

MACINTOSH, P., 157 St. James Street, Montreal. 

MCDONALD, G. C., 179 St. James Street, Montreal. 

McNagp, J. C., 201 Royal Trust Building, Montreal, 
Minctey, H. E., 103 St. Francois Xavier Street, Montreal. 

MILLAR, ROBERT, 71A St. James Street, Montreal. 

MITCHELL, A. F., 69 St. Francois Xavier Street, Montreal. 

MUNDELL, W. J., 27 Alloway Avenue, Winnipeg, Man. 

Murray, JR., J. R., 241 Clarke Ave., Westmount, Que. 

PARENTEAU, L. C., 108 St. Francois Xavier Street, Montreal. 

PATERSON, C. A., 157 St. James Street, Montreal. 

PATERSON, JOHN, 80 St. Francois Xavier Street, Montreal. 

PAYNE, GORDON §., 232 St. James Street, Montreal. 

PECKHAM, S. BRITTAIN, 142 Notre Dame Street West, Montreal. 
PEEL, EDWIN, 109 Board of Trade Building, Montreal. 

Piper, H. S. T., 13 Vendome Avenue, Montreal. 

PLIMSOLL, A. H., 210 Milton Street, Montreal. 

PROBYN, PERCIVAL, 145 St. James Street, Montreal. 

RatTHin, A. H., 470 Granville Street, Vancouver, B.C. 

RATHIE, W. W., 120 St. James Street, Montreal. 

RIDDELL, A. F., 80 St. Francois Xavier Street, Montreal. 

RITCHIE, C. F., 211 McGill Street, Montreal. 

ROBERTSON, A. S., 128 Bleury Street, Montreal. 

Ross, ALEX. F. C., 142 Notre Dame Street West, Montreal. 

Ross, J. G., 142 Notre Dame Street West, Montreal. 

Ross, JOHN W., 142 Notre Dame Street West, Montreai. 

Ross, R. C., 80 St. Francois Xavier Street, Montreal. 

Scott, GorDON W., 142 Notre Dame Street West, Montreal. 

SHarP, F. W., 501 Power Building, Montreal. 

SKELTON, C. HAROLD, 703-4 Eastern Townships Bank Building, Mont- 

real. 

SMIBERT, ALFRED, 80 St. Francois Xavier Street, Montreal. 

SmiTH, H. MEREDITH, 180 St. James Street, Montreal. 

SteaD, A. C., 80 St. Francois Xavier Street Montreal. 

STEVENSON, A. W., 802 Eastern Townships Bank Building, Montreal. 

STEVENSON, REGINALD C., c/o A. K. Fisk, Skelton & Co., 263 St. James 
St., Montreal. 

TANSLEY, GORDON W., 205 St. James Street, Montreal. 

THOMSON, W. GARTH., 260 St. James Street, Montreal. 

212 



OFFICIAL LIsT OF MEMBERS 

TRUDEL, EUGENE, 126 St. Peter Street, Quebec, Que. 

TURNBULL, F. MARTIN, 501 Power Building, Montreal. 

TURVILLE, FRANK P., 17 St. John Street, Montreal. 

Witson, Rost., Board of Trade Building, Montreal. 

Witson, W. S., 88 Bank of Ottawa Building, Montreal. 

WoRTELE, E. F., Box 67 Station “B”, Montréal. 

The Institute of Chartered Accountants of Ontario 

Apams, A. W., 36 Toronto Street, Toronto. 
ALLEN Lortus A., 408 Manning Chambers, Toronto. 

ANDERSON, J. DONALD, 303 Board of Trade Building, P. O. Box 95, 

Montreal. ee 
ANDREWS, W. S., 4 Beaumont Road, Toronto. 

ARCHER, L. W., 4 Coulson Avenue, Toronto. 

ARNOLD, ARTHUR, Blantyre Avenue, Toronto. 

ATKINSON, J. L., Room 21, 10 Adelaide St. East, Toronto. 

BARBER, HENRY, 6 King Street West, Toronto. 

BATES, H. S., 193 Sparks Street, Ottawa. 

BAXTER, P. C., 26 Queen Street East, Toronto. 

Brec, G. M., 18 Oriole Gardens, Toronto. 

BENSON, Wm. C., 426 Talbot Street, London, Ont. 

BERNER, WALTER G., 708 Continental Life Building, Toronto. 

BLANCHARD, A., 98 Worthington Street West, North Bay. 

BuatcH, G. L., 193 Sparks Street, Ottawa. 

BOUNSALL, R. H., 193 Sparks Street, Ottawa. 

Brown, J. ALBERT, Athelma Apartments, Toronto. 

BUNNELL, A. K., City Hall, Brantford. 

Burns, R. E., Ontario Chambers, Kingston. 

CALDER, A. G., 58 Bank of Toronto Chambers, London, Ont. 

CAMPBELL, G. D., 59 Yonge Street, Toronto. 
CAMPBELL, W. K. COLIN, 59 Yonge Street, Toronto. 

CARSWELL, WM., 121 Shearer Street, Montreal. 

CHAMBERLAIN, A. F., 74 Nepean Street, Ottawa. 

CuarK, T. S., Cobalt, Ont. 

CLARKE, J., 58 Wellington Street East, Toronto. 

CLARKE, J. J., Room 5, 25 Toronto Street, Toronto, Ont. 

CLARKSON, E. R. C., 15 Wellington Street West, Toronto. 

CLARKSON, G. T., 15 Wellington Street West, Toronto. 

Cooper, R. J., 48 Heath Street East, Toronto. 

Craic, W. H., 109 Gore Street, Kingston. 

CRAWFORD, J. E., 109 Cuthertson Block, Fort William. 
CRAWLEY, A. A., 50 Albert Street, Ottawa. 
CRINGAN, J. W., 683 Church Street, Toronto. 

CULLEN, H. AUSTIN, 120 Dowling Avenue, Toronto. 

CUNNINGHAM, G. DE H., 165 Spark Street, Ottawa. 
CUNNINGHAM, J. F., 165 Spark Street, Ottawa. 
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Dawson, P. H. B., Union Bank Chambers, Fort William. 

DitworTH, R. J., 15 Wellington Street West, Toronto.’ 
DOGGERELL, A. J., 776 Wellington Street, London. 

DRAPER, GORDON V., 402 Royal Bank Building, Toronto. 

DUNLOP, W. M., 193 Sparks Street, Ottawa. 

Eppis, C. S., Continental Life Building, Toronto. 

Eppis, J. W., Continental. Life Building, Toronto. 

EDWARDS, A. GEOFREY, 10 Adelaide Street East, Toronto. 

EpWarps, GEO., 10 Adelaide Street East, Toronto. 

EDWARDS, H. Percy, 10 Adelaide Street East, Toronto. 

EDWARDS, JOHN M., 10 Adelaide Street East, Toronto. 
Mn—sor~ Oswatp N.,~%v+ McGill Building, Montreal. 

Fauys, A. F., Victoria Block, Chatham, Ont. 

FARISH, D. H. M., 121 Shearer Street, Montreal. 

FENTON, WILSON, 17-31 King Street East, Toronto. 

FERGUSON, W. S., Forum Building, Toronto. 

FLEMING, C. A., 823 Second Avenue, Owen Sound. 

GAWTHorP, H. H., 9 Fernwood Park Avenue, Toronto. 

GrEGGIE, THOMAS P., 116 Dowling Avenue, Toronto. 

GEORGE, JAMES, 921 Bank of Hamilton Building, Toronto. 

GERRY, NELSON B., 14 Indian Road, Toronto. 

GIBBS, FRANK P., McLagan Furniture Company, Stratford. 

GLATT, GEO. F., 24 King Street West, Toronto. 

GODFREY, THOS. D., 640 Huron Street, Toronto. 

Gopson, W. P., 30 Leopold Street, Toronto. 
GoLDMAN, L., 112 King Street West, Toronto. 
GOODMAN, M., Room 34, 14 St. John Street, Montreal. 

GorpDoNn, H. D. L., 15 Wellington Street West, Toronto. 

GRANT, RUSSELL R., 302 Avenue Road, Toronto. 

GUILFOYLE, Harvey E., 15 Wellington Street West, Toronto. 

GUNN, EDMOND, 25 Toronto Street, Toronto. 

HAMMILL, LANSDALE, 1603 Royal Bank Building, Toronto. 

HAMPTON, JAS. H., 47 Adelaide Street East, Toronto. 
HARBINSON, V. D., 408 Manning Chambers, Toronto. 

HARDY, JAMES, 154% Toronto Street, Toronto. 
Haywoop, L. J., 48 Canada Life Building, Toronto. 

Hiacins, F. P., 47 Adelaide Street East. Toronto. 
HiILBorN, MELVIN, 1026 Bank of Hamilton Building, Toronto. 
HILLMAN, H. P. L., 648 Ontario Street, Toronto. 

Hitt, T. Percy, 145 St. James Street, Montreal. 

Houston, Wo. F., 58 Wellington Street East, Toronto. 

Howson, E. J., 1026 Bank of Hamilton Building, Toronto. 
Hupson, O. M., 32 Church Street, Toronto. 

HUGHES, JOHN, Hudsons Bay Company, Winnipeg. 

Hurst, Freep. C., 25 Toronto Street, Toronto. 
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JACKSON, J. A., 150 Carling Avenue, Ottawa. 

JAMIESON, H. T., 1401 Royal Bank Building, Toronto. 

JENKINS, THOS., 15% Toronto Street, Toronto, 
JepucoTT, A., 469 King Street West, Toronto. 

JEWELL, F. G., 314 Dominion Savings Building, London. 

JOHNSON, R. W., Southern Loan Chambers, St. Thomas. 

JOHNSTON, R. L., 183 Church Street, Toronto. 

KERNAHAN, W. T., 17 Gould Street, Toronto. 

Kerr, FRANK L., 15 Wellington Street West, Toronto. 

KETTLEWELL, W. C., 105 Davenport Road, Toronto. 

Kipp, F. H., 5-6 Merchants Bank Building, Nanaimo, B.C. 

KiTTson, H. N., 25 Main Street West, Hamilton. 

LANG, J. N., 86 Adelaide Street East, Toronto. 

LANGLEY, J. P., McKinnon Building, Toronto. 

LARMONTH, E. A., 46 Elgin Street, Ottawa. 

LAWLESS, THOs. E., 304 Crown Life Building, Toronto. 

Lawson, A. T., Canadian National Railways, Toronto. 

LEISHMAN, E. J., 906 Excelsior Life Building, Toronto. 
LEVACK, W. P., 99 Northcliffe Avenue, Toronto. 

LorpD, H. L., St. Blaise, Que. 

LorIMER, W. A., 165 Beech Avenue, Toronto. 

MACDONALD, D. B., 832 Church Street, Toronto. 

MACKAY, JOHN, 70 Centre Avenue, Toronto. 
MACNAMARA, THEO. T., 10 Adelaide Street East, Toronto. 
Mapp, J. Victor, 5 Manning Arcade Annex, Toronto. 
Mapp, Kris A., Room 21, 10 Adelaide Street East, Toronto. 
MakrTIN, J. S., 67 Lowther Avenue, Toronto. 
MakrtTIN, N. L., 73 King Street West, Toronto. 

MERSON, G. O., 807 Lumsden Building, Toronto. 
METHERELL, W. C., 20 Sun Life Building, Hamilton, Ont. 
MILNE, A. M., 50 Albert Street, Ottawa. 

MorGAan, W. P., 10 Adelaide Street East, Toronto, 

MorPHY, ARNOLD, 50 Maitland Street, Toronto. 

MorRIson, G. W., 70 Wellington Street West, Toronto. 

Morrison, S. A., Union Bank Building, Toronto. 

Morris, W. R., 375 Water Street, Peterboro’. 
MortTIMER, H., Confederation Life Building, Toronto. 

MULHOLLAND, G. M., 1026 Bank of Hamilton ich Toronto. 
Moutrig, J. T., Vernon, B.C. 

MCCLEAN, C. M., 172 Bellefair Avenue, Toronto. 

MCCLELLAND, D. McK., 802 Royal Bank Building, Toronto. 
McDERMDD, E. B., 711 Rogers Building, Vancouver, B.C. 

McLEop, NorRMAN B., 803 Kent Building, Toronto. 

McMIcHAEL, A. R., 706 Continental Life Building, Toronto. 

McMILLAN, JAMES, 295 Princess Avenue, London. 
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McNasB, JOHN D., 15 Wellington Street West, Toronto. 

McPHERSON, R._S., 1026 Bank of Hamilton Building, Toronto. 

NASMITH, H. C., Port Perry, Ont. 

Nerr, A. C., 70 Victoria Street, Toronto. 

Oster, A. E., Jordon and Melinda Streets, Toronto. 

PARKER, ANGUS M., 57 Silver Birch Avenue, Toronto. 

PARKER, C. J., 10 William Street, Brantford. 

PELLING, C. H., 15 Wellington Street West, Toronto. 

PENTELOW, W. M., 11 Stuart Street, Guelph. 

PETERS, GORDON A., 24 King Street West, Toronto. 

PetTiT, W. H., 32 Church Street, Toronto. 

PIRIE, W. S., 883 Somerset Street, Ottawa. 

PONTIFEX, BRYAN, 906 Excelsior Life Building, Toronto. 

ROBERTS, C. PERCY, 38 Carlton Street, Toronto. 

ROBERTS, F. E., 25 Toronto Street, Toronto. 

ROBERTSON, I. P. MclI., 70 Victoria Street, Toronto. 

ROBERTSON, JOHN B., 24 King Street West, Toronto. 

ROBINSON, M. H., 17 St. John Street, Montreal. 

Ross, W. J., Sudbury, Ont. 
ROUGVIE, JOHN N., 510 Union Bank Building, Ottawa, Ont, 

RoOwWLANDS, R. F., 48 Victoria Street, Toronto. 

RUMBLE, I. A., 24 King Street West, Toronto. 

Scott, C. S., 28 James Street South, Hamilton. 

Scott, S. C., City Hall, Toronto. 

SCULLY, JAMES M., Kitchener, Ont. 

SEBURN, T. I., 19 Melinda Street, Toronto. 

SHEPARD, A. B., 1026 Bank of Hamilton Building, Toronto. 
SuHrAcH, H. A., 86 Adelaide Street East, Toronto. 

SHIELL, Rost., 15 Wellington Street West, Toronto. 

SHORT, FRANK G., 48 Victoria Street, Toronto. 

SHULTIS, A., 44 William Street, Brantford. 
SIME, T. WATSON, 728 Bank of Hamilton Building, Toronto. 

SMITH, G. E. F., Care of Dominion Canners, Limited, Hamilton. 

SMITH, JAMES §S., 47A Pearson Avenue, Toronto. 

Sortey, S. H., 1026 Bank of Hamilton Building, Toronto, 
Soutar, A. F., 6 Cuthbert Cresent, Toronto. 

SPENCE, R. F., Room 28, 82-88 King Street East, Toronto. 

STEPHENS, H. A., 22 Church Street, Toronto. 
STEPHENS, R. E., 320 St. George Street, Toronto. 

StirF, F. J., 728 Bank of Hamilton Building, Toronto, 
StirF, G. U., 728 Bank of Hamilton Building, Toronto. 

Stone, C. E., 7 King Street West, Toronto. 

SUTCLIFFE, J. I., 28 Wellington Street East, Toronto. 

TAYLOR, S. A., 166 Browning Avenue, Toronto. 
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Tayuor, W. D., 15 Wellington Street West, Toronto. 

THORNE, JOHN L., 1026 Bank of Hamilton Building, Toronto. 

TINDALL, W. B., 26 Ernest Avenue, Toronto. 

Topp, A. H., 245 Bathurst Street, Toronto. 

TOLLEY, W. A., City Auditor, City Hall, Ottawa. 

TOWNSEND, S. E., 7 Iroquois Avenue, Toronto. 

TURNER, JAMES (T. Eaton Co., Ltd.), Toronto. 

VANSTONE, H. W., 1026 Bank of Hamilton Building, Toronto. 

VicEoN, Harry, 2 Leader Lane, Toronto. 
VIGEON, H. FRANK, 2 Leader Lane, Toronto. 

WADE, OsLER, 32 Front Street West, Toronto. 
_ Waker, A. J., 86 Adelaide Street East, Toronto. 

WALLACE, JOHN D., 86 Adelaide Street East, Toronto. 

WELCH, Harry J., 59 Yonge Street, Toronto. 

WELCH, GEo. A., 46 Elgin Street, Ottawa. 

WESTERVELT, J. W., London. 

WILLIAMSON, R., 86 Adelaide Street East, Toronto. 

Woon, E. R., 26 King Street East, Toronto. 

Youne, J..H., 64 Wellington Street West, Toronto. 

Youne, R. E., 48 Canada Life Building, Toronto. 

The Institute of Chartered Accountants of Manitoba 

ANDERSON, J. S., 1528 Bank of Hamilton Building, Toronto. 

ANDERSON, THOS., 141 Sherbrook Street, Winnipeg. 

ARMSTRONG, A., 808 Confederation Life Building, Winnipeg. 

ASHLEY, A. V., 808 Confederation Life Building, Winnipeg. 

BAKER, R. J., 896 McMillan Avenue, Winnipeg. 

BELL, JOSEPH, 409 Merchants Bank Building, Winnipeg. 

BROWN, S. GEORGE, 201-4 Northern Crown Building, Winnipeg. 

CHAPLIN, E. V., 1122 Standard Bank Building, Vancouver. 

CHERRY, H. M., c/o Imperial Bank, Vancouver, B.C. 

CHIDWICK, C. R., 805 Electric Railway Chambers, Winnipeg. 

CLERKE, ALFRED STUART, 511 Union Bank Building, Ottawa, Ont. 

COOPER, DAVID, 301 Enderton Building, Winnipeg. 

CORBOULD, C. D., 649 Somerset Block, Winnipeg. 

CraGcs, G. SOMERVILLE, 234 Portage Avenue, Winnipeg. 

CrossIn, A. L., 284 Portage Avenue, Winnipeg. 
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HISTORY OF ACCOUNTING, AUDITING AND BOOKKEEPING* 

BY J. HAYDN YOUNG, C.A. 

(George A. Touche & Company, Vancouver, B.C.) 

HIS subject has been selected by me for a short lecture in the 

hope that the history of the events leading to the development 

of our profession may be of interest to the members of this 

club. Although I am keenly interested in ancient history, I must 

disclaim credit for any great research in the preparation of the data 

in this paper, inasmuch as I am almost entirely indebted therefor to 

that splendid book, “History of Accounting and Accountants,” edited 

and partly written by the late Richard Brown, C.A., Edinburgh, from 

which work copious notes and extracts have been taken. 

You will find as we proceed that a very long period in the world’s 

history is covered. Within the scope of a short lecture, therefore, 

many periods and subjects, which in themselves could form material 

for a whole lecture, can only be touched upon very superficially. 

With the intellectual and commercial development of mankind 

from the dawn of civilization there naturally followed social life, the 

formation of communities, tribes, states and kingdoms, accompanied 

by material possessions and the levying of various forms of tribute 

and taxation. These conditions necessitated some form of organization 

and system of keeping count and reckoning, from which, we may say, 

the Science of Accounting originated. 
At the beginning of the nineteenth century it was supposed that 

authentic history started with the Greeks and the Romans about 

500 B.C., but, thanks to the knowledge acquired during the nineteenth 

and twentieth centuries from archeological discoveries and methods 

of reading old tablets, we can now go back to thousands of years 

prior to this. 

*Lecture given before the Chartered Accountants’ Literary and 

Debating Club, Vancouver, B.C., 19th January, 1921. 
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I will, therefore, start with, as far as I am aware, the earliest 

authentic records, and, strange as it may seem, I must take you back, 

geographically, to “The Garden of Eden.” 

The “Garden of Eden,” as you know, is stated in Biblical history 

to have lain between the rivers Tigris and Euphrates, which is now 

known as Mesopotamia, and here was the mighty Babylonian- 

Chaldean Empire, 4500 years B.C. This empire at the date mentioned 

had reached a high state of development, and a little later, at its 

zenith, was as great as Egypt, Greece and Rome at theirs. Our 

historical starting-point, therefore, should really be at least many 

centuries earlier than 4500 B.C. 

There is in the British Museum a baked clay tablet, being a 

memorial of E-an-na-du, Governor of Shirpula, 4500 B.C. — 

One of the most important evidences of the civilization of Babylon 

is the monument discovered at Susa, on which is inscribed the Code 

of Laws enacted by Hammurabi, who reigned in Babylon from 

2285 to 2242 B.C. This code, among others, contains the following:— 

“If the merchant has given to the agent corn, wool, oil, or any 

sort of goods to traffic with, the agent shall take the price and hand 

over to the merchant; the agent shall take a sealed memorandum of 

the price which he shall give to the merchant.” 

“If an agent has forgotten and has not taken a sealed memor- 

andum of the money he has given to the merchant, money that is 

not sealed for he shall not put in his accounts.” 

The following is a copy of a clay tablet letter written by King 

Hammurabi as follows:— 

“To Sin-idinnam, say, thus saith Hammurabi:— 

“Immediately upon receipt of this letter have all the keepers of 

thy temple and Ardi-shmash, the son of Eriban, the shepherd of the 

Shamas Temple, come before thee, together with their complete 

account. Send them to Babylon to give their account. Let them ride 

night and day. Within two days they should be in Babylon.” 

These ancient tablets were formed of clay, and were inscribed 

with a sharp instrument while the clay was soft, thereafter being 

baked in the sun. Some of these tablets are small, and had envelopes 

or cases, also of clay, into which they slipped. From these records 

it has been ascertained that Ashur-hani-pal, King of Assyria about | 

1000 B.C., had a library of ten thousand volumes, numbered, shelved, 

classified and cared for by a librarian. 

A large number of business records have come down to us from 

the period 2600 B.C., dealing with sales, lettering, hiring, money- 

lending and partnerships. In our own library in Vancouver there is 
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an excellent series of photographic copies of some of these ancient 

tablets, one (650 B.C.) recording the loan of money at 20 per cent. 

interest, from which we can gather that the present century is not 

the only period in history to suffer from money-lenders. 

Among these ancient tablets are the records of two banking and 

money-lending firms, the Sons of Egibi, of Babylon, and Marashu 

Sons of Nippur. The firm of Egibi carried on business from an 

unknown period to about 400 B.C. Some of these tablets contain 

rough memoranda, the more important items being carefully re- 

copied, with full details, upon larger tablets. There also appear on 

them nailmarks, considered man’s natural seal, similar to the finger- 

point impression used by the Japanese at the present time. 

The excavations at Nippur carried out by the expedition of the 

University of Pennsylvania revealed 730 tablets recording the trans- 

actions of Marashu Sons, who traded during the reigns of Artaxerxes 

First and Darius Second of Persia, 464 to 405 B.C. 

From other records there are certificates of delivery which show 

how the raw materials were delivered into the storehouses, how long 

the laborers worked, and what wages they received. It has also been 

stated that from the Temple archives of the Sun God have been 

derived “a great mass of tablets, which, after the fashion of com- 

mercial bookkeeping, record the temple revenues in money and other 

commodities, the expenses in salaries, wages, etc., and the investment 

and employment of the temple property in loans, real estate, rents, 

ete.” 

An authority has stated that in “ancient Egypt and elsewhere 

in early times the use of money was unknown, and the fiscal receipts 

and payments were in kind.” No date is indicated as to when money 

was first used, but the Babylonians and Assyrians had a measure 

called a mina and shekel of silver, and the “heavy and light talent,” 

the heavy talent being equal to approximately 6,000 drachms. 

An authority of the British Museum has stated that “There is 

no reason for thinking that the Babylonians and Assyrians managed 

their money affairs as we do. There are many contract tablets known 

and hundreds of records of commercial transactions, but I know of 

none which could be considered as accounts in the modern sense of 

the word.” 

Egyptian history appears to date back to a period similar to 

that of Babylon, and quite a considerable amount of information is 

available as to the administration of the finances of the temples and 

government of Egypt. The central Department of Finance was called 

the “House of Silver of the Treasury,” and employed superintendents, 
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deputy superintendents and scribes of the House of Silver, all under 

the control of a lord high treasurer called, “The Governor of All that 

Exists or that Does Not Exist,” under whom there was also a 

“Treasurer of the God.” 

As showing the minuteness with which these records were kept, 

there are some papyri in Greek found on the mummies of crocodiles 

of the period 100 B.C. which contain details of personal expenditure, 

such as baths, writing material, doctors’ and barbers’ fees, while 

another is the account of a dining club, giving cost per head, exclusive 

of wine, which is reckoned separately. 

The necessity of having a check on the fidelity of the adminis- 

tration was apparently recognized, even in these early times, as the 

system then adopted appears to have been that of duplicate records, 

kept by different parties, which had to agree in each tablet in every 

particular. 

While going through the reproduction of the tablets in the Van- 

couver library I came across a copy of the earliest form of certificate 

which I have seen. This was an Assyrian copper lion from the city 

of Nineveh about 500 B.C., with an inscription which reads, “Verified 

in the presence of the Supervisor of the Silver.” 

The administration of the finances of the Athenians shows a 

highly developed system of accounting. The most important office of 

finance was that of the “Treasurer of the Public Revenue.” This 

office was similar to that of the British Chancellor of the Exchequer, 

and some of the greatest personages in Grecian history have held 

this office. The public accounts were controlled by checking clerks, 

and the accounts were scrutinized at the expiration of each office. 

“No person who had not rendered his account could go abroad, conse- 

crate his goods to a god, or even dedicate a sacred offering; nor could 

he make a will or be adopted from one family to another.” 

The system of recording the state account in Rome was fairly 

elaborate, and the various regulations rendered fraud very difficult. 

Every accounting official had to render an account of his adminis- 

tration to his superior, and the chief minister accounted to the 

Emperor. With the great extension of the Roman Empire all the 

elaborate machinery, with its carefully devised checks and counter- 

checks, seems to have frequently failed on account of the lack of 

efficient control. 

Turning our attention to Great Britain, we find that the earliest 

systems of accounting of which there is any record are those of the 

Exchequers of England and Scotland, and the oldest account which 

has been preserved is of the English Pipe Roll of the year 1129 to 
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1130 A.D. These Rolls of the Pipe, as they were called, are not 

accounts in the modern sense of the word, but can best be described 

as narrations of receipts and expenditures. 

The basis of the accounting was the Domesday Book, which 

contained detailed records of all assets from which the Royal Revenue 

was received. The great Pipe Roll was compiled from the dictation 

of the Treasurer, and a second Roll was written out by the Chan- 

cellor’s clerk. It is very interesting to follow the annual settlement 

of these accounts, which was as follows:— 

An official summons was issued half-yearly at Easter and Michael- 

mas to each Sheriff, requiring him to attend at the Exchequer on a 

specified day to account for his revenue. At Easter the Sheriff made 

a payment to account in cash and received a tally therefor. The tally 

was a narrow shaft of wood on which notches were cut, representing 

pounds, shillings and pence. The tally was then spilt in two, so that 

each portion showed the amount recorded on the original stick, the 

two pieces being fitted together again at the final accounting. At 

Michaelmas the Sheriff had again to attend, and on this occasion had 

to account for the whole year’s charge. This he settled partly by 

production of his tally, partly by vouchers and the balance in cash 

or specie. 

The final settlement is even more interesting, but before describing 

it I should explain, perhaps, that the present system of Amo 

numerals was not in use. 

The numerals we now generally use are known as Arabic numerals, 

because they were borrowed in the twelfth century from the Arabic 

scholars of Spain. In the eighth century they reached Bagdad from 

India, probably being brought by the Indian Ambassador in 773 A.D. 

along with the astronomical tables. In India the principle of varying 

the value of the numeral according to its position (as 10, 100, 1000) 

seems to have been introduced as early as 500 A.D. The figures them- 

selves are at least some centuries earlier, being descended from what 

are known as the Indian cave numerals. 

The numerals in use at the time of the Pipe Rolls were the 

Roman numerals, and there were no regular money columns. This 

made it very difficult to add and balance the Rolls, and the system 

adopted of settling the accounting was on the famous “Exchequer 

Table.” 

This table was covered with a russet cloth, which was marked 

in squares by intersecting lines, probably in chalk, the columns of 

which represented money columns. The Sheriff having appeared, 

the various sums for which he had to account were read out from 
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the Great Roll. As each item was announced the calculator arranged 

money or counters representing the amount in the appropriate 

columns on the side of the table farthest from him. Below these he 

then similarly arranged the Sheriff’s various credits, subtracted the 

one from the other, and brought out the balance, if any. The tallies 

produced by the Sheriff were carefully compared with the foils in 

the Exchequer, the discovery of any flaw being followed by the im- 

prisonment of the fraudulent Sheriff. 

The system of audit appears to have been the comparing of the 

Rolls kept by the different parties already referred to, the audit 

mark of “pbt,” representing “probatum,” being added to each item 

as compared. 

The advisability of having accounts audited was widely recog- 

nized in Britain from the fifteenth century onwards, and it is humorous 

to read some of the references thereto and some of the docquets by 

the auditors. = : 

In the Book of Ordinances of the Worshipful Company of Pew- 

terers, London, of the year 1564 the following appears:— 

“Order for ye audytors. 

“Also it is agreed that there shal be foure Awdytours chosen 

every yeare to awdit the Crafts accounts and they shall parvse it 

and search it that it be perfect. And also to accompt it correct it 

and allowe it so that they make an ende of the awdet thereof between 

Mighelmas and Christmas yearely and if defaute be made of ffenish- 

ings hereof before Christmas yearly every one one of the saide Awdy- 

tours shall paye to the Crafts’ boxe vjs. vii jd a pece.” 

As was stated in the book from which I took this extract, the 

“Audytours parvsed. and searched” the accounts to some purpose, 

since the following items were disallowed:— 

“Ttm spent at the Ale howse by the Hall amonge the wardens 

and dyuers of the Company ye xxvij daye July iijd. 

“Ttm the therde daye of August spent at ye Ale howse ijd. 

“Itm spent at an Ale howse at yelde Hall when mr Curteyes 

prentyce was made free iijd.” 
Later the following item does not meet with the approval of the 

Auditors :— 

“Itm where it is acustome that every weding that is kept in the 

Hall ought to paye iijs. iiijd. we fynd to lytle by xvjd.” 

Appended to the accounts of the same Company for the year 

1574-1575 the following docquet appears:— 

“We thinke it not reasonable that these accomptants be allowed ~ 
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that two shillings wch they saie was loste by an Angell, taken of 

John God and his man, by waie of ffyne : ijs. 

“Nor that any allowance shal be made them, for the some of 

xxs. wch they saie was spent by Thomas Hawks and Roberte Newes 

in Torneyinge to ypswitche vnles the companie thinck, of it other- 

wise, for to what ende, that Torney was made, or of any proffyte, 

that came of it, we knowe nothinge, as yet xxs.” 

Here is the epitaph inscribed on a tomb in England of an Auditor 

who apparently had the same troubles as we have, although the 

epitaph probably refers to troubles of another nature:— 

“Here lyeth part of Richard Bowle who faithfully served divers 

great lordes as auditor on Earth but above all hee prepared himselfe 

to give up his account to the Lord of Heaven, and now hath his 

quietus est, and rests from his torments and labours. He was a lover 

of God’s ministers, a father of God’s poore, a help to all God’s people, 

and beleeves that his flesh, which with the Sovle was long tormented, 

shall with the same Sovle be aeternally glorified. 

“He died the 16th of December 1626 and of his age 77.” 

Having rapidly traced the development of the form of accounts 

through its various earilest stages, including the introduction of 

money columns and the Arabic numerals, let us take up shortly the 

form of bookkeeping now universally adopted. 

The art of bookkeeping is not a discovery, but has developed by 

continued effort to meet the necessities of trade. The forms of 

accounts show gradual improvement all over Europe in the system 

of grouping the accounts until Double Entry is first met with in 

Genoa in the year 1340 in the accounts of the stewards of the local 

authority. 

Following on these books in Genoa, we find those which are 

preserved in Venice. They are of special interest to us as being the 

books of traders, and from them it is evident that the “Method of 

Venice,” which afterwards became so famous, was beginning to be 

built up. 

We next have a ledger of Soranzo and Bros., merchants, for the 

year 1416, which has been accurately kept. Every debit has a corre- 

sponding credit, and the goods accounts are closed with a Profit and 

Loss. The idea of combining the Profit and Loss items and trans- 

ferring them to Capital Account had not developed. 

The possibility of being able to balance the books does not appear 

to have been always recognized, the merchant relying on careful 

comparisons for the detection of errors. We have, however, instances 

where the ledgers were balanced when full. It has to be understood 
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that the numerals used were the Roman numerals, and probably the 

difficulty in easily adding these may have been the reason. The 

Roman numerals were used to avoid fraudulent alterations; in fact, 

we find in 1299 the Guild of Bill Changers of Florence forbidding the 

use of the “new” (Arabic) figures, while as late as 1520 the munici- 

pality of Freiburg refused to accept entries as legal proof of debt 

unless they were made in Roman figures or written in words. 

The first treatise on Bookkeeping was by Incas Patiolus, a monk, 

at Venice in 1494. This was a work on mathematics, but contained 

thirty-six chapters on bookkeeping, and seems to have dealt fully 

with the subject. : 

Patiolus states that the first step is to make a complete inventory 

of one’s possessions and of one’s liabilities. This inventory, he 

observes, must be made as of the same day. Having completed the 

inventory, the merchant is advised to keep three books, called Me- 

morial, Journal and Ledger. 

In the Memorial everything was entered as it occurred—sales, 

purchases and all other transactions. The use of this book will be 

understood when the confused state of the coinage is considered. In 

the Middle Ages there was no uniformity of monetary systems, and 

different states, and even different towns, had their own mint. 

Including tokens, there was money in circulation which might be 

accepted in one street and looked upon with suspicion in another. 

This state of affairs, coupled with debased and clipped coins, made 

the bookkeeper’s work difficult. 

The bookkeeper’s first duty, therefore, was to write up the 

Memorial Book and convert each item to the monetary unit in which 

his accounts were kept. Thereafter each transaction was entered in 

the Journal, from which the postings to the Ledger were made. 

Regarding the use of a single book of original entry, Edward 

Jones, as late as 1796, in his “English Bookkeeping,” advises such 

a book, and was averse to even a separate cash book. 

The instructions of Patiolus as to the checking of the postings — 

are of very great interest, and, at the risk of perhaps tiring you, 1 — 

would like to read his directions, which are very quaint and.to the © 

point:— 3 

“And for the more expedition and cleerness yee shall keepe this — 

order, which is, that yee take and assigne one of your fellowes to — 

helpe you. For it were much labour and over tedious to one alone to — 

examin all that belongeth unto this acte. Wherefore for the more — 

speede first deliver unto your fellow the Journall and holde yourselfe — 

the Leager. Then request your fellow that hath the Journall to — 
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begin with the first parcell of the said Journall, and that he tell you 

the name of the thing and in what leafe of the Leager it standeth, 

in Debitor or Creditor, so that you may perceive to what leafe he 

sendeth you. And when you have found the parcell, by the shewing 

of him that hath the Journall, then marke and make a token in the 

said Leager in the same parcell with a pricke upon the pound, thus, 

lib.* or some other signe, so it be no blemish in the book; that done, 

say to him that hath the Journall, that he also make a pricke or 

signe of your concordance. And beware that none of you without 

consent of the other marke any parcell, by reason whereof might grow 

grievous labours to reforme the correction again of the same. For 

the parcells discreetly perused and so marked testifyeth a due 

examination. 

“Then proceede ye forth in your worke by and by, and by ex- 

amining your Journall and Leager together, of all the parcells, both 

Debitors and Creditors, by the which doing thoroughly examined ye 

shall perceive and find if that your said Leager be perfectly governed 

and compiled or not. And note you also that every one parcell in your 

Journall must for the concordance have two prickes because it ought 

to accorde with two parcells in the Leager, one in dare (debit) the 

othere in habere (credit). Then these bookes thus truly and thor- 

oughly examined, if there remain any superfluous parcells not pricked 

in the Leager, then it presupposeth an error in the Leager.” 

After the publication of the work by Patiolus several on the 

same subject by other authors appeared in Venice, Germany and 

Holland, until in 1548 the first treatise which introduced Italian book- 

keeping into England was issued, being a translation of the work of 

Patiolus by Hugh Oldcastle, a teacher of arithmetic and bookkeeping 

in London. The system outlined therein continued in use in Britain, 

with slight improvements from time to time, until the close of the 

eighteenth century, when Edward Thomas Jones, an accountant in 

Bristol, issued his “English System of Bookkeeping by Single or 

Double Entry.” 

This work, however, proved a complete failure, but, owing to the 

immense publicity given it, accountants’ attention was turned to a 

reconsideration of the whole subject, and through this reconsideration 

the basis of the system universally adopted at the present time was 

evolved . 
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THE DOMINION BANKRUPTCY ACT* 

BY OSLER WADE, F.C.A. 

T is not a breach of any confidence to say that the members who 

| were instrumental in drafting and fathering through the House 

of Commons the Canadian Bankruptcy Act are of the opinion that 

it is an exceptionally important piece of legislation, and possibly 

superior to that of any other country affecting Bankruptcy affairs. 

I believe, also, when the rank and file in the business community 

become generally familiar with the provisions of the Act that this 

opinion will be well established. It is true there are some wrinkles 

to be ironed out, and I have heard it said the Act will not replace the 

former provincial statutes affecting Assignments and Preferences. 

A reference to Cushing vs. Dupuy, 5 A.P.B., Cas. 409, 49 L.J.P.C., 63, 

and to Attorney-General for Ontario vs. Attorney-General for the 

Dominion, 1894, A.C. 189, 63 L.J.P.C. 59, should, however, remove any 
doubts in that respect. 

The administration of this Act is provided for through the 

medium of authorized Trustees, Registrars, Bankruptcy Courts, Dis- 

tricts and Estate Inspectors. 

Each Province constitutes a Bankruptcy District, over which a — 

Bankruptcy Court presides. Each district may be further subdivided 

into divisions (64-3). Registrars are particularly in charge of the 

filing of bankruptcy records and the passing upon cases where there 

is no opposition. Trustees are responsible, under heavy bonds, for 

the general conduct of affairs, but which, for the most part, is limited 

to permission in writing from the Inspectors. 

For the purposes of the Act an insolvent person includes a part- 

nership or incorporated company. The former may act by any of 

its members, and the latter by any of its officers, authorized under 

seal. (S. 85.) 

Any Winding-up Order issued without the approval of a Bank- 

ruptecy Judge, or any assignment other than under the provisions of 

this Act, is null and void, as against liabilities contracted after July 1, 

1920. (S. 2, ss. 0, and S. 9.) 

In the words of one writer, the Act may be said to cover four 

different remedies for business troubles:— 

1. A voluntary assignment to an authorized trustee. 

* Address delivered before the Chartered Accountants Students’ 

Association at Toronto, January 20th, 1921. 

234 

ee ee ea Se ag, oe ee eee eee ee ee 



ee. ee ee ee ee ee eee 

THE BANKRUPTCY ACT 

2. A compulsory liquidation on the petition of a creditor. 

3. A composition. 

4. An extension or scheme of arrangement. 

I believe the provision for a voluntary assignment, the conditional 

elimination of the Winding-up Act, and the reasons laid down for 

refusing a discharge will mean hereafter very substantial dividends 

from insolvent estates, and that the more economical proceedings 

under a voluntary liquidation will predominate. 

A discharge may be refused if:— 

A debtor fails to keep books. 
Carries on business after knowing himself to be insolvent. 

If the assets are not sufficient to pay fifty cents on the dollar. 

If the bankruptcy is brought about by gambling. 

If he is unable to explain losses. 

If he has given any preferences. 

If he has put any creditor to the expense of a frivolous defence 

to an action, etc. 

In this connection it appears quite obvious that the honest debtor, 

when he finds himself bankrupt and makes a voluntary assignment, 

will encounter less difficulty in securing a discharge than the debtor 

who forces creditors to the expense of securing an Order in Bank- 

ruptcy, and that debtors will generally guard against any of the 

above offences. 

The well-defined policy laid down in the case of a debtor wishing 

to compromise or extend his liabilities removes the old difficulties in 

this connection, places all the facts before the creditor at his office, 

and enables the creditor to vote upon the proposition without attending 

any meeting. The practical elimination of the powers of a Trustee 

and the increased responsibility placed on the Inspectors will, I 

believe, be welcomed by those professional liquidators having a busi- 

ness of magnitude, and at the same time remove the former difficulties 

creditors encountered with inexperienced or irresponsible Assignees. 

The Trustee’s powers are now practically limited to collecting 

accounts and admitting claims that are not disputed, and the payment 

of dividends to creditors. 

Particular attention should be drawn to the reduction of a land- 

lord’s preference to three months only, as compared with from twelve 

to fifteen months’ preference under the former Act; also to the 

elimination entirely of any claim of a husband or wife contracted 

after July 1, 1920, and to the elimination of any relatives’ claims for 

wages down to a period of three months. 

235 



THE CANADIAN CHARTERED ACCOUNTANT 

Special attention is also called to the necessity of all bankrupts 

furnishing the Authorized Trustee with a statement of affairs, certified 

by affidavit, as at the time of the liquidation. Likewise to the fact 

that the debtor must attend the first meeting of creditors; that all 

insurance in force at the time of an assignment or an Order in Bank- 

ruptcy is automatically transferred in favor of the Trustee without 

any notice to the companies; to the fact that only those creditors 

who have filed a claim by affidavit before the time of the first meeting 

of creditors are entitled to vote at such meeting. Special provision 

is made, eliminating entirely, in so far as the Trustee is concerned, 

any lien on books of account; and particular attention is also drawn 

to the fact that a general assignment of book accounts is null and 

void as against the Trustee. An assignment of accounts, to be effec- 

tive, must be specific. Attention is also drawn to the fact that a 
severe penalty is imposed in the case of any creditor filing a false 

claim. 3 

I am of the impression that certain amendments to the Act would 

make it more effective. 

For instance, the provincial system of recording an alphabetical 

list of bankruptcies should be enlarged to a Dominion system, so as 

to be able to check up the Ontario bankrupt who later acquires pro- 

perty in another province. This could be accomplished from the office 

of the Dominion Bureau of Statistics, to which office is now forwarded 

a notice of each assignment and a copy of the insolvent’s certified 

statement of affairs. I think, also, that Section 11 should be some- 

what amended so as to clear up the question of whether or not it is 

necessary to register an assignment where real ani holdings do 

not constitute a part of the assets. 

It is difficult to understand why chartered banks are afforded the 

privilege of being preferred by debtors under Section 88 of the Bank 

Act when all other classes of creditors are particularly excluded from 

receiving any preferences, to say nothing of the fact that this pre- 

ference is permitted without any publication or registration of any 

kind whatsoever. When one merchant sells and delivers goods to 

another on the strength of the stock carried by the purchasing mer- 

chant, and a few days later, when an assignment is made, discovers 

the recent shipment is covered by a lien to the bank under Section 88, 

which lien has been given without any registration, it cannot be 

interpreted in any other manner than class legislation, detrimental 

to the sound credit of the country, and should be remedied. If, as - 

Lord Desborough has recently stated in the English press, Canada 

will, in the near future, be one of the leading manufacturing coun- 

‘ 
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tries in the world as a result of its natural resources and water- 

power, this is a factor which must be considered from the viewpoint 

of persons who propose investing their capital for the purpose of 

developing these resources 

The question as to whether or not a bank is bound by the section 

which renders null and void an assignment of book accounts as 

against the Trustee should be clearly defined. Canadian chartered 

banks have the free use, without any interest charge, of about 

$250,000,000 in circulation notes, which, at six per cent., equals about 

$15,000,000 annually, and the further use of deposits bearing interest 

of approximately $1,250,000,000, on which they pay a small rate of 

interest, which nets them a further profit of approximately $43,- 

000,000. These items alone should be ample preference, recognition, 

or whatever it may be called, for any advantage they offer the com- 

mercial community, if that is the argument. This velvet, aggre- 

gating almost $60,000,000 annually, must be paid for by the Canadian 

public, and is the best reason in the world for eliminating entirely 

any further burden in the way of preferences under Section 88 of 

the Bank Act or an assignment of book accounts. 

The adverse effect of class legislation on the finances of a country 

are well set forth by some writers when they state that strenuous 

demands on the part of the big interests, resisting economic forces, 

brought about conditions which led to the disastrous panic of 1873, 

following a period of inflation during the Civil War in the United 

States, and if there had been no Non-Partisan League, no Wheat 

Growers’ Association, no American Cotton Growers’ Association and 

no Live Stock Producers’ Association to encourage their millions of 

members from the very moment prices began to fall a few months 

ago not to sell their products, billions of dollars in value could have 

been disposed of long before the present low levels, and the present 

situation in North Dakota and Western States never would have 

arisen. Notwithstanding this, these writers contend that the United 

States Congress has passed legislation having for its purpose. the 

lending heavily to farmers on crops withheld from the market indefi- 

nitely, thereby postponing the evil day of adjustment; that this is 

a form of legislation for the exclusive benefit of the farmer, who is 

in no worse position than the thousands of retailers, jobbers, manu- 

facturers and other dealers in value. 

This is not a time for class legislation or partisan views. On 

_ the contrary, there must be a collaboration of all financial interests 

for the mutual benefit of the whole. 
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If banks desire security for their advances, no objection can be 

offered, but those securities should be registered as chattel mort- 

gages are registered, and if the situation is not sound as a result, 

then the curtailment of further credit will have the effect of forcing 

an adjustment at a time when creditors will not suffer unnecessarily. 

The Act makes no provision to proceed against officers of incor- 

porated companies for offences against the Act. 

Some provision should be made to prevent writs and other pro- 

ceedings against debtors after they have made a voluntary assign- 

ment so as to be analagous with the condition when a Receiving 

Order has been issued. 

Some consideration might be given to the question of applying 

for an Order in Bankruptcy without waiting to secure judgment in 

those special cases where the facts warrant more expeditious action. 

There is no provision in the Act to follow up and prosecute fraud 

in small estates,and this must be remedied, as fraud in small estates 

is more pronounced than in larger estates. 

By way of illustration, I refer to a most conspicuous case of 

fraud in a small estate now in my office. The total receipts are $888, 

and the Act limits the Assignee’s fees to $44 and the solicitor’s fees 

to $88. I have been obliged to report to the Inspectors that the case 

should be turned over to the Attorney-General for investigation, as 

the Assignee and solicitors cannot be expected to go further, knowing 

they cannot be repaid for their services. It is quite apparent, there- 

fore, that unless this provision in the Act is amended, these investi- 

gations and prosecutions cannot be undertaken, for the reason that” 

neither the Trustee nor the solicitor will undertake the proceedings 

when it is not altogether clear that payment will be forthcoming 

for the services rendered. It is proper to say that the Act, as passed 

by the House of Commons, provided for this contingency in the way 

of a special application to the Court or the Inspector for an increase 

of fees. Unfortunately, however, this provision was struck out by 

the Senate when finally approved, and apparently under a misap- 

prehension of the actual conditions as they have existed. 

The duties of a Trustee under the Act have increased many fold, 

and necessitate making provision to keep some of the records for — 

a period of twenty years, whereas the commissions have been retained 

at the old rate of five per cent. It is beyond reason to understand 

why the Assignee, who is responsible for the whole conduct of the 

liquidation, should be paid only one-half the amount allowed solicitors, 

whose duties are merely clerical for the most part. If the fees allowed 

were reversed, they would not even then be commensurate with the 

work done by the Assignee as compared with the solicitors. 
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Insolvent Person 

An insolvent person is one who, for any reason, is unable to meet 

his obligations as they respectively become due, or who has ceased 

paying his current obligations in the ordinary course of business, 

or the aggregate of whose property, at a fair valuation, is not suf- 

ficient to enable payment of all his obligations. (S. 2, ss. T.) 

Acts of Bankruptcy 

(a) Executing an assignment. 
(b) A fraudulent gift or transfer of any property. 

(c) A transfer or charge on property which, under the Act, 

would be void, if adjudged a bankrupt. 

(d) Departing or remaining from dwelling with intent to defeat 

creditors. 

(e) An execution remaining unsatisfied until within four days 

from time fixed for sale. 

(f) Written admission of inability to pay liabilities. 

(g) Secreting or disposing of property with intent to defraud. 

(h) Disposing of property contrary to the Bulk Sales Act. 

(S. 3.) ; 

Voluntary Assignments 

A voluntary assignment may be executed to an Authorized 

Trustee, and any assignment of property other than to an Authorized 

Trustee is null and void. (S. 9.) 

Petition for Compulsory Liquidation 

If an act of bankruptcy has been committed, one or more credi- 

tors may present a petition, provided the liability aggregates $500 

and has been contracted subsequent to July 1, 1920; and further 

provided that the act of bankruptcy has occurred within six months 

of the presentation of the petition. (S. 4, ss. 1 and 3; S. 8, ss. 2B.) 

Interim Receiver 

Any time after the presentation of a petition the Court may 

appoint an Interim Receiver to take possession of and protect the 

assets. (S. 5.) 

Winding-up Act Not to Apply 

Any Winding-up Order issued without the approval of the Bank- 

ruptcy Judge is null and void. (S. 2, ss. 0.) 

Proceedings Must Cease 

Upon the making of a Receiving Order, no unsecured creditors 

shall commence any action or legal proceedings without permission 
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of the Court, and all pending actions must cease. After the presen- 

tation of a petition the Court may order pending actions to cease. 

(S. 6, ss. 1; S. 7, ss. 1 and 2.) 

An Assignment or Order takes Precedence 

An order or assignment takes precedence over all unsatisfied 

actions launched by unsecured creditors. (S. 11, ss. 1.) 

Execution Creditors 

The first execution creditor shall have a lien for his costs and 

the Sheriff’s fees, and the Sheriff must deliver up possession on pay- 

ment of the same; and if the Sheriff has realized, he must deliver 

up the proceeds, less these costs. (S. 11, ss. 1B, 3 and 10.) 

Property All Vested in Trustee 

Upon the making of a Receiving Order or an Assignment, or 

upon the change of a Trustee, all property passes forthwith to the 

Trustee without any conveyance, assignment or transfer. (S. 6, ss. 3; 

S. 10; S. 15, ss. 3.) 

DEBTOR 

Duties of Insolvent 

Within seven days of an order or assignment the debtor must 

submit to the Trustee a statement of his affairs, with various sche- 

dules, verified by affidavit. This statement should be in triplicate, 

one to be filed with the Dominion Statistician, another to be filed 

with the Registrar, and the third copy for the purposes of the Trustee. 

Instructions for the preparation of this statement are to be furnished: 

by the Trustee. If the debtor is a partnership, this statement must 

be made out by one of the members or by the manager in charge, 

and in addition, each partner must submit a separate statement of 

his separate affairs, verified personally. Where the debtor is a cor- 

poration, the statement shall be verified by an officer of the company, 

having knowledge of the facts. The debtor must attend the first 

meeting of creditors, and submit to such examination and give such 

information as the meeting requires. He shall aid to the utmost of 

his power in the realization and distribution of his assets, and if he 

wilfully fails to perform the duties imposed upon him, he shall be 

guilty of contempt of Court, and may be punished accordingly. 

(S. 54, ss. 1, 3, 5 and 6, and Rule 97.) 

Examination of Debtor 

When an order er assignment has been made, the Trustee, upon 

resolution passed by the creditors or written request or resolution 
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of a majority of the Inspectors, may have the debtor or any of his 

clerks examined under oath. The examination may be held in such 

Bankruptcy District as the Court may order. (S. 56, ss. 1.) 

Arrest of Debtor 

If any person liable for examination has been properly served 

and fails to appear, or attending, refuses to make satisfactory 

answers or produce documents, such person is liable to arrest and 

committal to jail for a period not exceeding one year. (S. 56, ss. 2; 

S. 55, ss. A and C.) 

Bankruptcy Offences 

Bankruptcy offences are to: Secrete, withhold, conceal, remove, 

part with, pledge or dispose of property, documents or records; con- 

ceal, destroy, mutilate, falsify, part with, alter or omit to record in 

any book or document; fails to report any false debt or misrepre- 

sentation, reports a fictitious loss, makes a false representation or 

statement. Penalty, fine and imprisonment. (S. 89; S. 95, ss. 3.) 

Contracting Debts 

If an undischarged bankrupt contracts debts of $500 or engages 

in business under another name without disclosing facts, he is subject 

to fine and imprisonment. (S. 90.) 

Books of Account to be Kept 

If any person has been declared a bankrupt, assigns, or makes 

any arrangement with creditors, re-engages in business, and is again 

declared a bankrupt, etc., and has not kept books for a period of 

two years immediately prior to the second offence, he is liable to a 

fine and imprisonment. (S. 91, ss. 1 and 2.) 

Proceedings Ordered by Court 

The Court may order that debtors be proceeded against for 

offences under the Act upon receipt of report from Trustee. (S. 93.) 

TRUSTEE—POWER AND DUTIES 

Authorized Trustees 

Authorized Trustees are appointed by the Dominion Government. 

They must furnish a standing bond of $15,000 and a separate bond 

on each estate, unless the creditors at the first meeting otherwise 

direct. Failing in this, a meeting must be called to appoint a new 

Trustee. (S. 14, ss. 1, 4, 8 and 9.) 
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Advertising and Registering 

The Trustee must advertise in the “Gazette” and a local news- 

paper a notice of the order or assignment and first meeting of 

creditors not less than six days prior to the date of the meeting; and 

every order or assignment shall be registered or filed in the Land 

Title Office, Land Registration Office, Registry Office or other offices 

wherein, according to the Statutes, deeds or other documents of title 

to real or immovable property ought to be deposited, registered or 

filed. From such registration or filing the order or assignment shall 

have precedence of all certificates of judgments, unsatisfied attach- 

ments, etc. 

The omission to publish or register shall not invalidate the pro- 

ceedings. When a new Trustee is appointed he shall gazette a notice 

of the appointment, and register an affidavit of such in the office of 

the Registrar of the Court from which the original order was issued, 

or in the office in which the original assignment was lodged or filed. 

(S. 11, ss. 4, 8, 9, 10 and 15; S. 15, ss. 3, and Rule 97.) 

Report to Dominion Statistician 

When an order or assignment has been made, the Trustee shall 

propmtly, after their receipt or preparation, file with the Dominion 

Statistician a true copy of:— 

(a) The notice of the receiving order or assignment and first 

meeting of creditors. 

(b) The certified statement of affairs prepared by the debtor. 

(c) The final dividend sheet. 

(d) Every order made by the Court on the application for dis- 

charge. (S. 24, ss. 2.) 

Notice to Creditors 

The Trustee shall, within five days from the date of the order 

or assignment, send by registered mail to every creditor a circular 

calling the first meeting on a date not to be later than fifteen days 

after the mailing of such notice. Notices of any subsequent meetings 

need only be given to those creditors who have proved their debts. 

Meetings must be called upon written request of 25 per cent. in 

number of the creditors. (S. 42, ss. 2, 3 and 13.) 

Notice to Debtor 

Under the forms and rules the debtor must receive notice of the 

first meeting, which should be despatched by registered mail. 

(Form 53.) 
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Sale of Patented Goods 

The Trustee may sell and dispose of any patented articles or 

goods, free and clear of any restrictions or limitations. If the manu- 

facturer or vendor of such goods objects and gives to the Trustee 

notice in writing of such objection within five days of the Receiving 

Order or Assignment, such vendor shall have the right to purchase 

the articles at the invoice price. (S. 19, ss. 1 and 2.) 

Royalties and Copyrights 

The Trustee has no power to dispose of property covered by 

copyright, without complying with the terms thereof. (S. 19, ss. 3.) 

Protection of Trustee Upon Sale of Goods Held in Pledge 

If the Trustee should dispose of property on the premises of the 

debtor which is afterwards claimed by some other person, he shall 

not be personally liable for any loss or damages, provided he has 

not received notice of the facts. If any property is held by any 

person by way of pledge, it shall be lawful for the Trustee, after 

giving notice in writing, to inspect the goods and, where such notices 

has been given, the property must not be realized upon until the 

Trustee has a reasonable opportunity of inspecting the goods. (S. 

22, ss. 1 and 2.) 

Funds to be Deposited in Chartered Bank 

The Trustee shall deposit all estate funds in a chartered bank 

and the funds must not be used for anything other than the purposes 

of the estate. (S. 26, ss. 2.) 

Reports to Creditors 

The Trustee must issue a report to creditors when asked to do 

so by the Inspectors. This report must show the moneys on hand, 

if any, and particulars of property remaining unsold. The Trustee 

shall be entitled to charge against the estate of the debtor, his 

actual disbursements in the preparation of the report. (S. 24, ss. 1, 

A and B.) 

Insurance 

Unless otherwise directed in writing by the Inspectors, the 

Trustee shall forthwith insure all property to the full insurable 

value, and all insurance in force at the time of the order or assign- 

ment, shall immediately and without any notice to the companies 

become and be payable to the Trustee. (S. 17, ss. 3 and 4.) 
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Powers of Trustee 

The powers of a Trustee are practically limited to taking pos- 

session of the books, documents and property and giving receipts 

for moneys. He must secure a specific instruction in writing which 

must not be general, to sell property, carry on business, bring or 

defend actions, employ solicitors, extend credit, mortgage or pledge 

property, refer to arbitration, compromise disputes, or employ the 

debtor. If, however, the Trustee operates the business, the creditors 

or Inspectors may, by resolution, limit the amount of the obligations 

or advances to be made by the Trustee, and the Trustee shall not 

be under obligation to continue the business if, in his opinion, the 

realizable value of the assets is insufficient to fully protect him. 

(S. 20, ss. 1 and 2; S. 21; 27; 17, ss. 1 and 2.) 

MEETINGS 

- Quorum at Meeting 

No meeting of creditors is competent to act unless there are at 

least three creditors present and if, within one-half hour from the 

time appointed for the meeting, a quorum is not present, the meeting 

shall be adjourned to the same day, time and place in the following 

week, or such time as the chairman may appoint, but which must not 

exceed twenty-one days from the date of the original meeting. (S. 

A2, ss. 6 and 7.) . 

Minutes of Meeting 

A record must be kept of all proceedings transacted at each 

meeting of creditors and the minutes must be signed by the chair- 

man. Minutes thus certified, shall be received in evidence without 

further proof. (S. 42, ss. 8; S. 77, ss. 1.) ; 

Voting and Proxy . 

No person shall be entitled to vote at any meeting unless he 

has proved a debt and lodged same with the Trustee before the time 

appointed for the meeting. For the purposes of voting only, a 

secured creditor shall, unless he surrenders the security, state the 

value at which he assesses it and shall be entitled to vote only in 

respect of the balance, if any, due to him after deducting the value 

of the security. 

For the purposes of voting only, a creditor on a Bill of Ex- 

change, or note must first value and deduct the amount he expects to 

realize from every person liable therein antecedently to the debtor. 

If objected to, a creditor may vote, but the chairman shall have 

power to admit or reject the vote, but his decision shall be subject to 

appeal. 
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A creditor may vote either in person or by proxy deposited with 

the Trustee at, or before the meeting. 

The Trustee shall send to each creditor with the notice of the 

first meeting a proxy form. 

With the exception of changing a Trustee, all questions shall 

be decided by a majority of votes as follows:— 

Every claim of $ 25 and not exceeding $ 200... 1 vote. 

Every claim of 200 and not exceeding 500 ... 2 votes. 

Every claim of 500 and not exceeding 1,000... 3 votes. 

For every additional $1,000 or fraction thereof ... 1 vote. 

A corporation may vote by an authorized agent. 

Excepting on the question of remuneration, the Trustee in case 

of a tie, shall have the casting vote. (S. 42, ss. 9, 10, 11, 12, 13, 14, 

17, and 18.) 

rr 

GENERAL 

Inspectors 

At the first or a subsequent meeting of creditors there must 

be appointed at least one and not more than five Inspectors, and the 

creditors may, at any meeting, revoke such an appointment or in 

the case of a death, resignation, or an absence, appoint another. In 

the event of an equal division of opinion, at any meeting of In- 

spectors, the decision of any absent Inspector shall be sought to 

decide the issue. Failing in this, the Trustee unless it concerns 

himself, may cast the deciding vote. Inspectors fees include their 

actual and necessary travelling expenses, plus a fee ranging from 

two to ten dollars according to the size of the estate. 

The duties of Inspectors are very important. The Trustee has 

no power to sell any property, carry on the business, bring or de- 

fend actions, employ a solicitor, extend credit, mortgage or pledge any 

property, refer to arbitration or compromise any dispute, without 

the written permission of the Inspectors, and this permission must 

not be general, but specific in each case. S. 43, ss. 1, 3, 4 and 5; S. 

20, ss. 1 and 2, and Rule 119.) 

Corporation or Partnership—Representation 

A corporation may act by any of its officers authorized under 

seal, and a firm may act by any of its members. (S. 85.) 

Changing Trustee 

A majority in number of the creditors who hold one-half or 

more in amount of the proved debts of $25 or upwards, may at any - 

meeting substitute any other Authorized Trustee for the one named 
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in the order or assignment. An Authorized Trustee may be removed 

and another substituted for cause by the Court. When a new 

Trustee is appointed, he must gazette a notice of same and fyle 

affidavits as defined under the heading “Advertising and Register- 

ing.” (S. 15, ss. 1, 2 and 3.) 

Lien on Books 

No person shall, as against the Trustee, be entitled to withhold 

possession of books or records or set up any lien thereon. (Rule 145.) 

Assignment of Book Accounts 

An assignment of book accounts is null and void against an 

Authorized Trustee, unless from specified debtors or under specific 

contracts. (S. 30.) 

Contributors 

Any amount due for unpaid capital is an asset of the estate, 

payable to the Trustee forthwith, and it is not necessary for the © 

Trustee to make a pro rata demand or adjust rights as between 

contributors. The Trustee may demand payment from time to time 
by a personal service or by registered mail. If the contributor does 

not fyle particulars of any dispute within fifteen days from the 

receipt of notice, he shall not thereafter, unless by leave of the 

Court, be permitted to plead any grounds of defence. If a dispute 

of the liability is fyled, within the prescribed fifteen days, the 

Trustee may, after the expiration of thirty days from the date of 

service, make application to the Court to have the matter disposed 

of. If no dispute is entered, the Trustee, after thirty days, may take 

proceedings to recover and the Court may, without notice to the 

contributor give judgment in favor of the Trustee. (S. 36, ss. 3, 

5, 7 and 8.) 

Creditor May Take Action if Trustee Refuses 

If the Trustee under the direction of the creditors or Inspectors 

refuses or neglects to take any action, any creditor may obtain 

from the Court, an order to take such proceedings in the Trustee’s 

name, upon furnishing the Trustee with an indemnity against dam- 

ages. Any benefit derived from the proceedings shall, to the extent 

of the claim and costs, belong exclusively to the creditor. (S. 35.) 

Priorities 

Subject to the provisions of any Provincial or Dominion statutes, 

regarding the payment of taxes, public utility rates, and subject to 

the provisions of this Act regarding the payment of any rent, the 
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proceeds of any estate in distribution shall be applied as follows: 

1.—The fees and expenses of the Trustee. 

2.—The costs of the execution creditor. 

3.—The wage claims. 

4.—Payment of dividends to unsecured creditors. 

5.—The payment of any surplus to the insolvent. 

(S. 51, ss. 1 and 6.) 

Gifts, Settlements and Preferences 

Any gift or transfer of property after July 1, 1920, without 

consideration other than certain marriage settlements, shall be void 

as against the Trustee if made within one year prior to the receiv- 

ing order or assignment, and shall likewise be void if made within 

five years of the order or assignment, unless the parties claiming 

under the settlement can prove that the settlor was able to pay all 

his debts at the time the transfer was made, without the aid of 

the property covered by the transfer. 

Any marriage contract for the settlement of property which 

was not owned at the time of the marriage contract, shall be null 

and void as against the Trustee if the contract has not been executed 

at the date of the petition, until the claims of all creditors have 

been satisfied. 

Any gift or transfer on a marriage settlement made after July 

1, 1920, shall be void against the Trustee unless the person to whom 

the payment or transfer was made proves :— 

(a). The transaction took place more than six months before 

the date of the order or assignment. 

(b) That at the date of payment, the settlor was able to pay 

his debts without the aid of the property transferred. 

(c) That the transfer was in pursuance of a contract to trans- 

fer property expected to come to the settlor from or on the death 

of a particular person named in the contract, and was made within 

three months after the property came into the possession of the 

settlor. 

In the event of any such payment or transfer being declared 

void, the claimants shall be entitled to dividends in respect of the 

covenant or contract. 

Any transference of property to a creditor or in trust for a 

creditor with a view to giving such creditor a preference, shall be 

deemed fraudulent and void as against the Trustee, if made within 

three months from the date of a receiving order or assignment, and 

if such transfer has the effect of giving that creditor a preference 
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over other creditors, it shall be presumed prima facie to have been 

made with that intént, whether or not made voluntary or under 

pressure. 

If a person to whom such transfer has been made, has disposed 

of or realized on the property, the money or other proceeds whether 

further disposed of or not, shall be deemed the property of the 

Trustee, who may recover same. (S. 29, ss. 1, 2, 3 and 4; S. 31 and 

33.) 

Solicitors’ Costs 

Solicitors shall be paid out of the assets of the estate, their costs 

provided in a tariff under General Rules. 

In all estates where the gross receipts are under $5,000 the 

aggregate solicitors bill may on resolution of the Inspectors, not 

exceed 10 per cent. of same, and in the estates where the gross 

receipts exceed $5,000 the aggregate solicitor’s bill shall not exceed 

5 per cent. of same. (S. 67.) 

Disbursements 

The Trustees commission shall not exceed 5 per cent. of the 

gross receipts, and the disbursements of a Trustee shall in all cases 

be taxed unless waived by the creditors or Inspectors. (S. 40, ss. 4.) 

Dividends 

Dividends must be paid whenever there is sufficient cash in 

hand to pay 10 per cent., or more frequently if required by the In- 

spectors. As soon as the final dividend sheet is prepared, the 

Trustee shall forward a notice of same to each creditor, noting 

thereon the claims that have been objected to and whether any 

reservation has been made theretofore, and after the expiration of 

fifteen days, dividend cheques may be issued. Any creditor who 

has not proved his debt before the declaration of any dividend shall 

be entitled to be paid out of any moneys for the time being, in hand, 

but he shall not be entitled to disturb the distribution of any dividend 

already declared. (S. 37, ss. 1, 2 and 3.) 

Service of Notices 

All notices and other documents for the service of which no 

special mode is directed may be sent by registered mail. (S. 83.) 

Unclaimed Moneys 

The Trustee shall, not later than six months after he is at 

liberty to pay the final dividend, pay to the Receiver General of 

Canada, all declared but unpaid dividends remaining in his hands. 

(S. 37, ss. 8.) 
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Disposition of Books 

The Trustee shall keep for a period of at least six years, after 

the payment of final dividend, all current books of record and im- 

portant documents. After that time, unimportant books and docu- 

ments may be destroyed, but all title papers and other important 

documents shall be kept for a further period of fourteen years. 

(Rule 110.) 

Orders of the Court 

Any order made by a Court in bankruptcy in any Province shall 

be enforceable in the courts of all other Provinces, and each Bank- 

ruptcy Court is to be an auxiliary to the others. (S. 71, ss. 1.) 

Discharge 

Any debtor may at any time after an order or assignment, ap- 

ply for a discharge at his own expense, and if the application is 

not made until after the Trustee has paid the final dividend, he 

shall, before the discharge is signed, pay the Trustee such remuner- 

ation and solicitors costs as may be allowed. When applying for a 

discharge, the debtor shall produce to the Registrar, a certificate 

from the Trustee specifying the names and addresses of his 

creditors. | 

The Registrar shall, not less than twenty-eight days before the 

day appointed for hearing the application, give to the Trustee notice 

of the time and place of hearing, and the Trustee shall not less than 

fourteen days before the appointment, notify each creditor of same. 

‘The Trustee shall also fyle with the Registrar of the Court, at least 

three days before the day appointed for the hearing of the applica- 

tion, a report on the conduct and affairs of the debtor. If the debtor 

has been examined, the Trustee shall also fyle such examination 

and report any fact which would justify the Court in refusing a 

discharge. 

The order of discharge must be gazetted. (S. 58, ss. 1, 2 and 3, 

S. 61, ss. 5; and Rule 138.) 

A Discharge May be Refused 

(a) If the assets are not equal to 50 per cent. of the un- 

secured liabilities as interpreted by Section Sixty of the Act. 

(b) If the debtor has failed to keep proper books of account. 

(c) If the debtor has traded after knowing himself to be in- 

solvent. 

(d) If the debtor has failed to account for any loss. 

(e) If the bankruptcy has been brought about by gambling, 

speculating, extravagance or neglect. 
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(f) If the debtor has put any creditor to unnecessary expense 

by frivolous defence of an action. 

(g) If the debtor has, within three months of the order or 

assignment, brought any frivolous action. 

(h) If the debtor has within three months, given any undue 

preference. 

(i) If the debtor has within three months, incurred liabilities 

with a view to making his assets equal to 50c. 

(j) If the debtor has on a previous occasion been adjudged 

bankrupt or made an assignment, composition, extension or arrange- 

ment. 

(k) If the debtor has been guilty of any fraud. 

An order of discharge shall not release a debtor from liability 

under the following: Debt due the Crown; a bail bond; breach of 

trust; fraud; seduction; alimony; matrimonial case; necessaries of 

life; surety contract. (S. 59; S. 61, ss. 3.) 

CREDITORS’ CLAIMS 

Debts Not Provable 

Damage claims arising otherwise than by contract, promise or 

breach of trust. (S. 44, ss. 1.) 

Restricted Claims 

The wife of a debtor, or the husband of a debtor shall not be 

entitled to claim any dividends for moneys loaned or debts con- 

tracted after July 1, 1920, or claim any wages, salary, or compensa- 

tion for work done after July 1, 1920, until all other claims are 

satisfied. A father, son, daughter, mother, brother, sister, uncle 

or aunt of a debtor shall not be entitled to any claim by way of 

dividends or otherwise, for wages, after July 1, 1920, exceeding 

an amount equal to three months, until all other claims are satisfied. 

No officer, director, or shareholder of a corporation shall be entitled 

to claim wages after July 1, 1920, beyond an amount exceeding three 

months, until all other claims are satisfied. (S. 48, ss. 1, 2, 3 and 4.) 

Ranking of Claims on Different Estates 

Debts owing by an individual as such or as a member of a part- 

nership cannot rank on separate estates until all the claims of the 

separate estates have been fully satisfied. Where one partner of a 

firm is adjudged bankrupt or makes an assignment, a creditor to 

whom the partner is indebted jointly with the other partners, shall 

not receive any dividends out of the separate property of the bank- 

rupt until all the creditors have been paid in full. (S. 28, ss. 2; 

S. 37, ss. 4.) 
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Damage Claims 

Damage claims arising out of contracts, promises or breaches 

of trust, are provable against an estate, but if the amount cannot 

be agreed to, the Trustee may make an application to the Court to 

have the amount determined. (S. 44, ss. 3; and Rule 119.) 

Landlord 

The Trustee shall pay to the landlord in priority to all other 

debts, an amount not exceeding the value of the distrainable assets 

and not exceeding three months rent accrued due prior to the date 

of the order or assignment. For any additional amount, the land- 

lord is an ordinary creditor. The landlord likewise has an ordinary 

claim for accelerated rent, but is not entitled to rank for any por- 

tion of the unexpired term. The Trustee may, within one month, 

elect to retain possession of the premises in writing, for such time 

as he may require and must pay rent for same, but any such 

payment must be credited on and deducted from any claim for ac- 

celerated rent. (S. 52, ss. 1, 2, 3,4 and 5.) _ 

Wage-Earner 

Wages have a preference for an amount not exceeding three 

months accrued due immediately prior to the order or assignment. 

(S. 51, ss. 1.) 

Secured Claims 

‘If a secured creditor does not either realize or surrender his 

security, he shall within thirty days, or such further time as may 

be extended, file with the Trustee a declaration outlining full 

particulars of the securities and the values at which they are as- 

sessed, and is only entitled to a dividend on the balance, after de- 

ducting the values. When a security is so valued, the Trustee may 

at any time redeem it on payment of the assessed value. If the 

Trustee is dissatisfied with the value; he may require that the 

property be offered for sale and the amount realized substituted for 

the amount at which the securities were, valued and this shall 

be treated as an amended valuation. If the Trustee has not elected 
to acquire the security, a creditor may at any time within two 

months after filing his claim, amend the valuation for cause. In 

such an event, the creditor shall refund any dividends that he has 

received that are in excess of what he was entitled to on the amend- 

ments and shall be entitled to extra dividends that he may be entitled 

to as a result of such an amended valuation, but he shall not be 

entitled to disturb any dividend declared before the date of the 

amendment.. A creditor may at any time, by notice in writing, re- 
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quire the Trustee to elect whether he will or will not exercise his _ 

power of redeeming the security, or requiring it to be realized and, — 

if within one month or such further time as may be allowed, he 

does not signify in writing his election, he shall not be entitled to 

exercise it and any interest in the property comprised in the security, 

shall be vested in the creditor. With this exception, a creditor shall 

_in no case, receive more than one hundred cents on the dollar. - If 

a secured creditor does not comply with the foregoing, he shall be 
excluded from all dividends. (S. 46, ss. 3, 4, 5, 6, 8, 10 and 11.) 

Set-Off 

All claims for set off shall apply in the same manner as if the 

debtor were plaintiff and defendant. (S. 28.) 

Contesting Claims 

When a claim is disputed, the Trustee may, upon receiving written 

authority, serve a notice of contestation by registered mail. If within - 

thirty days (or whatever time may be allowed) of such service a 

creditor does not appeal to the Court, the disallowance is final and 

conclusive. The extension under this section must be applied for 

within thirty days. (S. 53, ss. 1; Form 51.) 

Claims Not Filed Upon Payment of Final Dividend 

Before declaring a final dividend the Trustee shall give notice 

by registered mail to those persons who have not filed that unless 

their claims are proved within a time limited by the notice, which 

shall be within thirty days, the estate will be closed without regard 

to the claims. After the expiration of the thirty days, or such further 

time as the Court may grant, the Trustee shall distribute the estate 

without regard to those claims which have not been filed. (8. 37, 

ss. 6 and 7, and Form 41.) 

False Claims 

A ereditor filing a false claim is liable to imprisonment with 

hard labor. (S. 92.) 

COMPOSITIONS, EXTENSIONS AND ARRANGEMENTS 

Compositions 

At any time, a debtor may require, in writing, an Authorized 

Trustee to convene a meeting of the debtor’s creditors for the con- 

sideration of a composition. In the case of convening such a meeting, 

after an order or assignment has been made, the Trustee named in 

such order or assignment must convene the meeting. 

- The debtor shall, at the time of the request, or immediately 

thereafter, furnish the Trustee with:— 
(a) A true statement of the debtor’s affairs, certified by affi- 

davit. 
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(b) The terms of the proposed composition, with particulars of 

securities, etc., all set out in writing, signed by the debtor. 

The Trustee shall, at least ten days before the meeting, furnish 

each creditor with a notice of the meeting, a copy of the debtor’s 

statement of affairs, and the proposal. If, at such meeting, a majority 

in number of the creditors who hold two-thirds in amount of the 

proved debts resolve to accept the proposal as made or amended, it 

shall be deemed duly accepted by the creditors, and, if approved by 

the Court, shall be binding on all the creditors. 

Any creditor who has proved his debt may assent or dissent by 

letter (registered) to the Trustee prior to the meeting. If the pro- 

posal is accepted by the creditors, the Trustee shall apply to the 

Court for approval, and shall, not less than seven days before the 

hearing, send by registered mail, a notice of the application to every 

creditor and the debtor, and the Trustee shall file his report not less 

than two days before the time fixed for hearing the application. 

Creditors with ten per cent. or more in amount of proved debts 

may request an examination of the debtor, and the Trustee shall 

then cause the debtor to be examined under oath before the Registrar 

or other officer. The testimony so taken may be read upon the appli- 

cation for approval, and before approving, the Court shall hear a 

report of the Trustee as to the terms therein, conduct of debtor, and 

any objections which he may have received from creditors. 

A composition, when accepted and approved, shall be binding on 

all creditors, but shall not release the debtor from any liability for 

seduction, affiliation order, alimony, matrimonial case or for neces- 

saries of life. 

The provisions of a composition may be enforced by the Court 

on the application of any interested person, and any disobedience of 

an order is contempt. 

If default is made in the payment of any instalment due under 

a composition, or if it appears to the Court that the composition 

cannot proceed without injustice or delay to the creditors or the 

debtor, or that the approval was secured by fraud, the Court may 

annul the composition, adjudge the debtor bankrupt and make a 

Receiving Order. 

No costs incurred by a debtor on an application to approve a 

composition shall be allowed out of the estate excepting the costs of 

the Trustee. (S. 13, ss. 1-7, 12, 13 and 14; Rules 99 and 102.) 

Extensions and Arrangements 

The same procedure applies as in the case of a composition. 
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BUSINESS INVESTIGATIONS * 

By GEORGE EDWARDS, F.C.A. 

HE Institute examination, so designated, is intended to test 

the candidates’ capacity for critical analysis of business pro- 

positions. It may be well at the outset to indicate in a gen- 

eral way the distinction between an audit and a business investiga- 

tion. 

Auditing has a twofold purpose in view—1st, to give the neces- 

sary assurance to the shareholders or partners that their business 

has been carried on honestly, and 2nd, to certify to the result in the 

form of a Balance Sheet and a Revenue Account. A business investiga- 

tion may, but rarely does, involve the question of the integrity of the 

directors or the employees, but it will always include a critical re- 

view of the Balance Sheets for one or more business periods. An 

Audit for the purposes of an annual meeting is frequently influenced 

by considerations of policy, with which the Auditor can have nothing 

to do. He is required at times to subordinate his own inherent sense 

of what is equitable or expedient to the limitations which may be 

imposed upon him by Statute or decisions of Courts of Law. A busi- 

ness investigation is not a Statutory proceeding nor may an ac- 

countant’s conclusions take account of limitations of any sort. The 

investigator has a free hand, and his conclusions will be his own, 

to arrive at which, he may cut to the bone and disregard the pre- 

ferences of any class of persons. His figures need not agree with 

the books if he finds it necessary to differ with the record. Assets 

on the books which are there in contravention of sound business 

principles he may cut out. Assets that have been systematically un- 

dervalued, whether from considerations cf mere prudence or from a 

desire to conceal facts, may be restored to what he believes to be 

their rightful status, and their bearing upon the profits clearly 

stated. i 

The most usual form of business investigation is that which calls 

for information to enable the investor to judge as to the advisability 

of investing with, 1st, safety to his capital, and 2nd, prospects of 

profit. Many phases of the situation call for attention and it is not 

the accountant alone whose judgment is to be relied upon for counsel 

and advice. The accountant is, however, generally the medium 

*Address before Chartered Accountants Students’ Association, 

Toronto, February 10th, 1921. 
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through whom the expert judgment of others finds its way to the 

investor, and it is the accountant whose prospective requires to be 

clear and well defined, so that the facts coming within his range may 

be marshalled in proper order and relation to one another. 

The first step will be to verify the Balance Sheets for the pur- 

pose of assuring himself that all the operations of the business are 

within view. With the general or outstanding features before him, 

the investigation will proceed with more detail. Following the line 

of inquiry which discovers in the first place the general accuracy of 

his information, his quest becomes a general ramble in all directions 

to discover weak spots by probing this detail and that, and applying 

such tests as his training and experience may suggest. When 

particular accuracy as well as general accuracy has been ascertained, 

the next step will be to look for omissions, for not infrequently 

the information that is not afforded by the concrete evidence of the 

Balance Sheets and Books is the information of greatest value. 

Percentage Tests 

One of the most valuable tests that can be applied to accounts 

purporting to be an exhibit of operations for a series of years is that 

of applying percentages throughout to the various classes of Revenue 

and Expenditure to be found in the record. 

A business may be pronounced a stable one if the percentages 

are reasonably constant over a term of years. If on the other hand 

the percentages are erratic, or show undue fluctuations, there is need 

to determine the conditions which give rise to such variations. In 

highly dveloped organizations the study of percentage comparisons 

is the method adopted for the diagnosis of business ailments which, 

if unchecked, may lead to loss of profits and an impairment of good- 

will or earning power. The normal condition comes to be so well 

defined that even slight variations are indicative of trouble some- 

where, and an inquiry takes place. 

Inventories 

The importance of correct inventories in a business investigation 

should also be borne in mind. In an audit of a company’s affairs 

under the provisions of the Campanies’ Act an absolutely accurate 

inventory is a matter of almost secondary consequence, if the com- 

pany has ample reserves and is not working overtime to earn 

dividends for the stockholders. An over or under estimate will be 

corrected by the next following inventory in most cases, and if a 

comfortable working margin or profit and loss balance has been 

maintained the situation adjusts itself. 
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Take, however, the case of that same business which the pro- 
prietors wish or are invited to sell. It is usual in such an event 

for the middleman or promotor to come in, in the first instance as a 

purchaser, and afterwards as the vendor to the public at an enhanced 

price. Without dwelling here upon the mental processes by which 

he arrives at the proper figure at which first to buy and second to 

sell, it may be taken for granted that he will expect the public to 

buy on the basis of sustained maximum earning power, and he ex- 

presses this condition in the form of recapitalization. According 

to the measure of his opportunity the capital will represent a figure 

upon which the maintenance of a reasonable dividend will call for 

the highest form of exertion, without any margin whatever for con- 

tingencies. | 

Accurate inventories, hitherto a matter of secondary consequence, 

now become of prime importance and may be the determining factors 

in the profit estimates which in turn will afford a true indication to 

the investor of the investment value of the proposition. Therefore 

the inventories at the beginning and termination of the various profit 

periods must be examined, compared, tested with invoices wherever 

possible and with cost records, and abnormal conditions of any kind 

noted. 

Work in Progress 

Work in progress at any year end, and therefore not market- 

able, must of course be taken at cost as nearly as can be ascertained. 

But what is cost? Labor and materials of course. Factory costs 

such as power, light, insurance and the many expenses incidental 

to any factory operation—also without doubt. But beyond that the 

elements proper to be considered as costs may call for the exercise of 

courage and judgment. If the factory runs on stock lines, that is 

to say, articles made upon the expectation that they will find a sale 

in due course, the factors mentioned will be all that can properly be 

included in an estimate of cost. 

Take, however, factories which are running upon orders previ- 

ously taken and in respect of which the selling expenses have been 

paid. Or the business of a contractor who has in hand large un- 

finished contracts as to which it can be stated with certainty that 

they will yield substantial profits upon completion, it seems scarcely 

more than fair that some of this prospective profit should be allowed 

as earned, and included in the valuation of work in progress. The 

profit in any business is derived from sales. When, therefore, in such 

a case can the sale be said to have taken place? There is no formula 

by which this question can be answered. It is a case for investiga- 
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tion and the application of common sense. If the candidate by his 

answer to a question of this character shows that his line of reason- 

ing is logical, he will get credit for it whether his views coincide 

with those of the Examiner or not. 

Costing of Inventories 

There are two general principles—and perhaps more—applicable 

to the determination of costs, and these are applicable according to 

the nature of the case. 

Ascertaining the cost by compilation is the plan applicable to 

products which result from the assembling of various raw materials 

and adding in the labor and other charges, the result being the cost 

of a given article of merchandise. 

Ascertaining the cost by reference to its selling value is the 

plan applicable to commodities which result from the. conversion of 

one line of raw material into many finished lines of merchandise. 

Instances of this class would be oil refineries, chemical plants, pack- 

ing establishments, crude petroleum gives as many as thirty grades 

of oil, paraffin and grease, the selling values of which vary widely. 

Hardwood produces alcéhol, charcoal and acetates which have widely 

differing values and measures of computation. Our friend the hog 

would wonder whether he was a profit or a loss if he could know 

the public estimate upon his component parts. It would be obviously 

absurd to say that his knuckles had cost as much as his bacon or 

ham. 

To determine the cost of merchandise of widely differing com- 

mercial value derived from a common source it is necessary to in- 

ventory at selling price and deduct the rate of gross profit per cent., 

which by a test or series of tests will result from the sale of the 

contents of a barrel of petroleum, or a cord of hardwood, or an 

average hog. In a well organized plant in this class, there will be 

available data from which cost estimates can be averaged and cor- 

rected until the record from year to year will show remarkably slight 

variations. 

Accounts, Credits 

The business investigation made for the prupose of selling to 

the public renders necessary a sound method of determining the 

values of book accounts. Several considerations arise. First—as- 

suming that nothing need be written off for bad debts, what is the 

net present value of the Accounts collectible upon the books at the 

close of any profit period. It has been customary to dismiss this 

subject off hand by allowing accounts at their face value.. Obviously 
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these accounts however, cannot be worth 100 per cent. for some 

will have terms of credit to run with perhaps the alternative of a dis- 

count for prompt payment. Furthermore these accounts will not collect 

themselves. Some labor and trouble is involved in realizing upon 

them and not infrequently rebates and deductions from various causes 

have to be made. To ignore the obvious can hardly be commendable, 

and a Collection Reserve based upon the average cost of the Collec- 

tion Department per cent.—including of course the average discount 

per cent. on outstandings—should be set aside. Bad Debts, however, 

will occur and every business must face this contingency. When the 

investigation is into the affairs of a business which has used ordinary 

foresight in dealing with this question, it will not be a difficult mat- 

ter to ascertain whether losses have been amply provided for. It, 

however, happens that managers and others connected with the col- 

lections are very tenacious in their view that debts should be classed 

as good because they have not been given up as bad. There some 

judgment requires to be exercised. The plan which presents the 

maximum of advantage is the average method. The losses of one 
year will probably be written off during the following year. The 

amount written off during 1920 will, subject to special or exceptional ° 

circumstances, be the losses sustained during 1919. If these losses 

are so written off each year amount to say 1% per cent. of the 

volume of business done in the years immediately preceding, a reserve 

of 1% per cent. on the sales for 1920 will usually be ample provision 

for further losses, though some slight further provision is advisable 

if trade conditions are below the average. 

The examination of individual balances and an effort to classify 

as good, doubtful or bad, is less effective as opinions upon this ac- 

count or that will differ, and the accountants’ conclusions are less 

effective as opinions upon this account or that will differ, and the 

accountants’ conclusions are less convincing to the interests con- 

cerned. It is perhaps opportune to remark here that an accountant’s 

report like the proverbial chain is just as strong as its weakest link 

—if reports can be said to have links. In estimating bad debts or 

anything less, the plan must be thoroughly practical. 

Fixed Assets 

Perhaps there is no more contentious feature involved in a busi- 

ness investigation than the determination of the value of fixed assets, 

and the bearing such basis of valuation may have upon the profits or 

earnings of the company. 

Every accountant knows that the question of depreciation and 

wear and tear are very debateable questions indeed. Theoretically. 
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buildings, machinery and equipment deteriorate. In practice very 

_ few owners of such assets will admit that their property is worth 

less than when it was put there. They will point out that its 

efficiency as an earning power is unimpaired, and in some specialties, 

a steam engine for instance, that it is worth much more than when 

new. When we know that fiddles and many other things constantly 

increase in value either after or in consequence of constant use, it 

seems futile to cling to mere theories. The owner may have said 

this to himself so often that he may have become to believe it, or 

his convictions may indeed have substantial foundation in fact. 

Assuming that the fixed assets, buildings, machinery and equip- 

ment are not in danger of becoming obsolete or uneconomical, the 

question of deterioration from the point of view of its value as an 

asset is not of first importance, as its value lies in its earning power. 

This relates to all fixed assets, and probably explains the distinction 

in the legal mind between capital loss and income loss, the point 

being that notwithstanding the admittedly impaired value of the 

fixed or capital assets, such impairment need not be made good out 

of profits, but the shareholders are entitled to receive the profits 

which are earned by whatever is left—in point of value—of such 

capital assets. | 
In cases of this sort the most that the business investigator 

ean do, is to state whether the profits are ascertained with or 

without allowances having been made for deterioration. Some ques- 

tions admit of ready adjudication, as for instance when a machine 

or other integral part of a plant is sold. The deduction will be the 

original book value of the item plus installation, etc., and not the 

price realized. If, however, regular reserves for depreciation have 

been set aside, the deduction need not be more than the amount 

realized—the balance of the original cost being charged against the 

reserve. 

Moveable equipment such as tools, horses and wagons, office 

furniture and fixtures, though not always fixed in one sense are 

always fixed assets, the determining consideration being whether they 

have been bought to sell again or brought to use. Under this 

classification real estate—if held as a commodity—is strange to say, 

a floating or circulating asset—otherwise—merchandise. This, how- 

ever, is a digression. Fixed assets which have a value as units, and 

are not to any extent dependant upon their place as part of a com- 

_ plete working plant—should whenever possible be inventoried like 

merchandise, and the loss, if any, charged to profit and loss, or 

some account which will eventually be carried there. Failing an 

inventory then a provision for depreciation seems hardly to offer 

eround for objection. 
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In our large cities the real estate upon which manufacturing 

plants are located have acquired an added value, otherwise increment, 

by reason of the price which adjoining real estate will bring in the | 

open market. Such added values are deemed by owners to be an 

offset to deterioration in buildings or machinery. It is difficult, how- 

ever, to understand how this can be so. It must be remembered that 

higher real estate values will result in a lower rate of net earnings 

having regard to the larger capital thus invested and it is an old 

saying and a true one that you cannot eat your cake and have it too. 

In this feature of business investigation therefore it would seem to 

be the duty of the accountant to point out the relation of earnings 

to capital employed, at both its old and its new valuation. 

Goodwill 

This item is seldom ascertained by valuation according to a 

scientific rule or method, and in a business investigation the account- 

ant will not probably be asked for his opinion. The promoter will 

find his point of view very elastic indeed according to the stage his 

investigation has reached. As a buyer his views will hardly coincide 

with his beliefs as a vendor. He will tell you that what he wishes 

to buy cannot be valued at too little whereas what he wishes to sell 

will be worth all he can get for it. Goodwill must, however, at times 

come in for review. A business being investigated may have paid 

cash for the goodwill in a patent right or franchise, which to that 

extent must be regarded as capital assets, though intangible, and 

must be taken into account in determining the earning power. When 

two or more business propositions are being investigated for the 

purpose of bringing about an amalgamation it may fall to the lot 

of the accountant to elaborate his views upon the relative values of 

such goodwill items, so that the exchange of new shares for old in 

each case may leave shareholders in no better and no worse position 

than before. 

Demonstrated earning power is of course the basic consideration, 

but this is influenced in most cases by estimates of the probability | 

that such earning power is likely to improve or diminish, or in the 

case of a patent whether after its expiry the company can hold its 

business without the protection previously afforded, or in the case 

of a franchise whether the term during which it is operative or the 

conditions under which it operates are favorable or otherwise. All 

these and similar questions are obviously beyond the scope of general 

instruction to a student. Each business will present its own prob- 

lems. 
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Liabilities 

The obligations of a business are usually of three kinds: (1) 

The secured debts; (2) the unsecured debts; (3) the contingent and 

indirect liabilities. There is of course the shareholding interest some- 

times called a liability but only in a restricted sense. 

A business investigation should include a full inquiry into 

liabilities with the purpose of being able to state definitely that all 

the liabilities are shown, and that they are shown in their proper 

class. 

Mortgage bonds may be of the sort that place the ordinary 

creditor in the position of utter helplessness in the event of un- 

favorable business conditions. These charges are usually a first 

mortgage upon the fixed assets and a second mortgage upon every- 

thing else, coming after an equally comprehensive encumbrance upon 

book accounts and merchandise in favor of the bankers. Whatever 

the facts may be their adequate disclosure is necessary. The con- 

tingent and indirect liabilities are those which the company by care- 

ful management hopes will not mature into claims or at least will 

involve no net loss. , 

Liability to deliver goods contracted for at a fixed price, the 

risk being in market fluctuations, liability to take deliveries of raw 

material, power, etc., which cannot with certainty be utilized, agency 

contracts, salary contracts, contracts under penalties to employ a 

minimum number of men and a variety of other specialties, are, or 

may be contingent liabilities. Indirect liabilities refer generally to 

discounted customers’ paper where the company is not the promissor 

but only secondarily liable. It seems unnecessary to point out that 

in determining reserves for discount, collection costs, and bad debts 

—these should not be overlooked. Term or bonded indebtedness can 

usually be ascertained with little trouble. Bankers advances for all 

purposes and the security they hold require more care, while the 

unsecured or ordinary debts call for the exercise of penetration and 

patience to discover omissions or misstatements respecting them. 

Very frequently these omissions take the form of accrued items 

which require to be calculated, mortgage and other interest, taxes, 

insurance, rent, water, light, power charges, payrolls, freights, com- 

missions, travellers expense, etc., and to discover what ought to be 

there requires all the suggestive faculty that the accountant has at 

his disposal. 

Capacity Tests 

The modern manufacturing plant developed to the point at which 

the maximum profit can be realized is unduly sensitive to trade con- 
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ditions. There was the time when the factory owner would shut 

down his plant when orders failed him at profitable figures. That 

day has passed. The modern factory must be run at maximum 

capacity all the time in order to keep down the overhead expense 

ratio, and provide even to some extent for fixed charges such as 

bond interest, and preferred stock dividends. An interesting line 

of inquiry, the results of which should always be available to pros- 

pective investors, is that which seeks to determine the point below 

maximum production at which the enterprise will fail to produce any 

profit for the common stockholders, the preferred stockholders or 

the interest on the bonds. The modern enterprise is laid under heavy 

tribute by reason of the anxiety of the common stockholders not to 

share unduly with others their expectations of profits. The con- 

sequence is too often that they bear all or most of the loss in an even 

slightly unfavorable year. The earning power of the enterprise has 

to satisfy the demands of increased capitalization without any 

reserve to fall back upon. 

In many industries the overhead or fixed charge may run as 

high as 25 or 35 per cent. on prime cost. Let us note the effect of 

decreased production upon the profits of a business where the net 

profit for shareholders is 5 per cent. after all manufacturing and 

selling expenses are paid, assuming sales at one million dollars, sell- 

ing up to capacity. Overhead 25 per cent. on prime cost. Selling, 

collection and management 10 per cent. on sales. We have the fol- 

lowing exhibit:— 

Pie CONG es ieee k ss Awe basalts ee $ 680,000 

Over heed Sixes ick ga cee o Re aes 170,000 

$ 850,000 

RONG 28 is Rise Siow 05s 5-3 eee 100,000 

Proht -meb, oasis a. eR ats wa cedde Se ee ae 50,000 

$1,000,000 

Then suppose that in a bad year the sales amount to $900,000 

only. It looks like a very simple deduction to make to fix the profits 

at relatively less or $45,000. What takes place, however, is likely 

to be as follows:— 3 

Prime cost 10 per cent. less, .......... $ 612,000 

Overhead (no change), .............. 170,000 

Expense (no change), ............... 100,000 

Neb: DrONG oF i itiwia sa sip anche, eee 18,000 

$ 900,000 
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In other words, a falling off of 10 per cent. in the total business 

results in the loss of nearly two-thirds of the net profits, materials, 

labor and selling prices remaining as before. The overhead charge 

of 25 per cent. on the maximum output means a much higher per- 

centage when it has to be borne by the lessened volume. The selling 

and other expenses are not unlikely to be increased by reason of the 

greater effort required to obtain business. To carry this line of 

inquiry a little further and the profits disappear entirely and for 

reasons that are not apparent to the casual observer. Therefore in 

any business investigation where the purpose of it is to place before 

intending investors information which will be of real assistance, 

it would: seem to be of the first importance to discover and set out 

clearly the probable effect which strenuous business conditions are 

likely to have upon their prospective dividends. 

Kinds of Profits 
The profits of any business for the purposes of influencing in- 

vestment are the profits arising from the transaction of the particular 

business for which the company is operated. Thus, the profit of a _ 

foundry is that which is derived from the sale of foundry products, 

and while there may be incidental profits such as accrue from rentals 

of houses, sales of real estate, income from investments or fluctua- 

tions in market values either of raw materials or of securities, these 

are casual in their nature and ought not to be held out as profits in 

the ordinary sense. They should be stated separately and commented 

upon as the circumstances might make expedient. 

There is, however, an important exception to be made to this 

general rule, in the case of a company which is in whole or part 

a holding company having a controlling interest in other companies 

engaged in the same or allied lines of business. In such cases it is 

not only permissible but proper to show the added values which at- 

tach to the shares in these subsidiary companies by reason of the 

profits made by them. It must be assumed that if the business under 

investigation had employed its resources directly in the development 

of its own trade, profits would have been earned accordingly and 

these profits in the form of earnings in subsidiary companies are as 

tangible as if earned directly. 

Values of Holdings 

A question closely allied to that of profits through the earnings 

of subsidiary companies, is the valuation of shares in subsidiary 

companies. It will be understood that capital is a very elastic ex- 

pression. Many companies, successful ones too, have absolutely no- 
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thing tangible to show for their paid-up capital which is the ex- 

pression of value in their case given to an earning power only. So 

by perfectly logical legal processes it is quite conceivable that you 

and I might become possessed of millions of dollars of shares in 

companies without very much expense to ourselves, other than to 

start them going in some definite direction. People with a mania 

for doing this sort of thing fancy themselves millionaires but they 

can usually be bought out at a substantial discount. It happens fre- 

quently that a business under investigation will be a substantial 

holder of shares in other companies and it becomes a matter for 

closest scrutiny whether they are carried as assets at a figure war- 

ranted by the circumstances. To arrive at proper conclusions it may 

be necessary to go back to the beginning of things and discover the 

exact relationship between nominal and intrinsic values. I remem- 

ber that quite recently an instance came under my observation where 

the shares of a subsidiary company were carried at a certain value 

upon the books. A reference to the affairs of the subsidiary concern 

developed the curious fact that its sole asset was a block of the 

shares of the company by which it was entirely owned. Here then 

was a company purchasing its own shares by means of a separate 

_ entity thereby evading the statute. It may be seen that if this pro- 

cedure is legally sound, it may go to the length of buying up its 

entire capital from its shareholders, borrowing for the purpose and 

taking up stock in the subsidiary concern to the extent. required. 

Each company then holds the shares of the other, the stockholders 

have their money in their pockets and the creditors would have to 

take what was left—if anything. The point I emphasize is the neces- 

sity for getting to the core of things. 

Concluding my remarks for this evening, I desire to point out 

what must be indeed quite obvious to you all, that I have dealt very 

lightly with a topic of this importance. It has been manifestly im- 

possible, within the time allotted to deal with many special phases 

of business investigation. These must be reserved for another oc- 

casion. 
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BUSINESS PROFITS WAR TAX 

Summary of Rates of Taxes Payable under Business Profits 

War Tax Act of 1916 and Amendments to Date 

On Profits of Year Ending During 1915, Tax Payable 1916 
25% of excess profits over 7% of capital of companies having $50,000 or more 

’ capital employed in the business. 
25% tax on excess over 10% of all other businesses having $50,000 or more capital. 

On Profits of 1916, Tax Payable 1917 

25% of excess over 7% of capital of companies having $50,000 or more capital 

25% on — over 10% of capital of all other businesses having $50,000 or more 

cap 

On Profits of 1917, Tax Payable 1918 
Businesses having $50,000 or more capital, and Munition Businesses 

of less than $50,000 capital. 

Incorporated Companies. 

BEG Of EXCESS OVE nc ceccccccncccccscscccecesescnseccs 1% up to 15% of capital. 

50% we ¢ eidtecd dMielhe wider ae ks.< Ke pies made es elameea 15% “ 20 

75% all “ Ne «NEA we oe etWae mene wee we esecccesees 20% of capital. 
All other businesses. ' 

ME OE GRONNS: OVE ~ = 5 oi inc ccccccesotccevocesecsesecons 10% up to 15% of capital. 
50% ~ OL ey cicalninn Malte eee +6 b n6 wale ee whe @aa aaa’s 15% ‘“ 20% a 
76% all “ Pe a an eataeaN ae ee veers Sere ates veceeses 20% of capital. 

On Profits of 1918, Tax Payable 1919 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 

25% on excess over 10% of capital. 

Businesses having $50,000 or more capital, and Munition Businesses 
of less than $50,000 capital. 

Incorporated Companies. 
CC MN eect eee Carin ebceeeeterdsrdsones 71% up to 15% of capital. 
50% * 3 REL SERIE eg eee ME PRG ae errr at ae 15% “* 20% oa 
76% all “ 4 hans art, Cie ae a ate PO ee WE 20% of capital. 

All other businesses. 
RA OS DRONE OG Goon cieiecisiinsjee Kceeemsiaee Dwecestecees 10% up to 15% of capital. 

0 4 Bh iveiaiea ® SRROCE otdeS Gfe:5( OS wes eld ati wie Siele SLeiselas > e 15% * 20% - 
756% all “ ead A 8 ABS OE Ss Pit DO rere 20% of capital. 

On Profits of 1919, Tax Payable 1920 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 
25% on excess over 10% of capital. 

Businesses having $50,000 or more capital, and Munition Businesses 
of less than $50,000 capital. 

Incorporated Companies. 
25% OM EXCeSS OVEF ......ceesevees PiGpARerathlelakvorbia Stra e°6 7% up to 15% of capital. 
50% 3 2 Ute ACME Hie Sad sweet teas eeene 15% “* 20% - 
75% all “ wis a enter h e164 Cte Udtavénoygeveses oc cus 20% of capital. 

All other businesses. 
Rar aE EEOOOD OUOE oe tien a cence BR kee RAR Whee binlscceceers 10% up to 15% of capital. 
50% “ ss neh A AN DE Te TNS, BR al 15% “* 20% “ 
75% all “ as See eas pet Fe bie reas MAS Oe blocs sucess 20% of capital. 

On Profits of 1920, Tax Payable 1921 
All Businesses, Partnership and Incorporated Companies having $25,000 or 

more, but less than $50,000 capital. 
20% on excess over 10% of capital. 

Incorporated Companies having $50,000 or more capital. 

20% on excess Oy ay Loa Kehoe sk FE Me chee we dvaceess 10% up to 15% of capital. 
80% . i Ab es eR Sral 3d bis nJ56s eSB mee ele 0 o's e107 ale 15% “* 20% es 
50% . MPAA PRR eee eee e nett eee e eee e eee ees 20% “ 80% “ 
MR ae et th EN ie Ble ade dele ais cwieiscccccccecccces 80% Of capital. 

(See text of Amendment 1920 published in July issue). 
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DOMINION INCOME TAX 

Summary of Rates of Taxes Payable under Income War Tax 

Act of 1917 and Amendments to Date 

Income of 1917, Tax Payable 1918 
4% Normal Tax on excess over $1,500 of single persons, or over $3,000 of married 

persons, as well as :— 

BOG Oh Shed OWE 8. oi a ioeeaes Fee a Bee $ 6,000 up to $ 10,000 
5% ¥e Fb, sdie one BWP Riera eS Rises wy bie to 8 esas WO al arele tate 10,000 “ 20,000 
8% re MO | Ne grashle MGs pila Oe Ne aa A ip ead sips taerd 20,000 “ 30,000 
10% 25 Oey Ba OSG aida letalo ls eee ale dS ck da ee eh SiS * 30,000 “ 50,000 
15% = itt A abe d Va Od s PER AW oS1dS, alnle eibe eale 60,000 “* 100,000 
25% a Oe lag aie one Slat eie es Sa RES oh ES wae ee 100,000 

Companies pay 4% Normal Tax only on excess over $3,000. 

Income of 1918, Tax Payable 1919 
2% Normal Tax on excess over 1,000 up to $1,500, and 
4% on all excess over $1,500 of single persons, 
2% Normal Tax on excess over $2,000 up to $3,000, and 
4% on all excess over $3,000 of married persons as well as:— 

BAG. OF) GECOM COURT |. ikevisncocntde ne vewnd wan tc enes i> $ 6,000 up to $ 10,000 
5% re elt SR tien be Die Pa se SiAoleg ed an Men YN ee ES 10,000 x3 20,000 

8% < OO a ea peter dic WEISS eee aS el UE anh teat em as 20,000 ‘“ 30,000 
10% aig pa es SRE ES Ae te Toni eA ea a rE ERS 30,000 i 50, 

15% si Se oui ctasne COs bi eueitom big tacie tay dele ee eee 50,000 “ 75,000 
20% s SF as ene are ae AEN eh DRAPE Tee aie 75,000 “ 100,000 
25% ps Se Pesta pes e se etisnal ye aod leds peBenes 100,000 “ 200,000 
80% Ks SA gt ad ee ae ha leis Wik die Fal Pua Cote eicketate 200,000 “ 400,000 
85% a CAs ES TaN SE BRT Rie SIO eee AE oe 400,000 “ 600,000 
40% * RF hat ARS tage 3 tek Ngee, one bis ie ie ak wis Glbara raw 600,000 “ 800,000 
45% . oF iS 4 Bx para ReAmraiee de kite Se Gae cos al wiaens eles 800,000 “ 1,000,000 
50% sd Bt % teres erty Bere We 5 lake Suwa 5 BERT MONE ol tiara 1,000,000 

And in addition to above. 

5% of tax on excess Income Over 9 .....ssecereceeeeece $ 6,000 up to $ 10,000 
16% “ “ trap ete COC rr ee re! 10,000“ 100,000 
15% “ “ be RE Oe Ee 100,000 “ 200,000 
85% - ng! (HP ghee Vek oe'es Ute eae ue 200,000 

Companies pay 6% Normal Tax only on excess over $3,000. 

Income of 1919, Tax Payable 1920 
4% Normal Tax on excess over $1,000 up to $6,000 of single persons, or over $2,000 

of married persons, and 8% Normal Tax on all excess over $6,000 of all persons 
as well as:— 

2 OR ORCEOE DVEE. Gaia oe bas ob bcs tines Cb ese got es gales $ 5,000 up to $ 6,000 
2% “s fo MEE tb dd bleh ATC bw ain nvehej a Niele oie e wile shows ,000 7" 8,000 
8% ¥e Oe gl it chld He bianco SUBENENR ee MG tora disista dis. Gael etpheLee aie 8,000 “ 10,000 
4% " Pr LR Cee a kate vin she Bina pw RU 10,000 “ 12,000 

and so on 1% added for every additional $2,000 of income up to $100,000. 

ie MN SIN 1 Sala a 1a Ci sy acd \e/w oot rne, pate elvis ge eters Gea) a lea ele $ 100,000 up to $ 150,000 
ESI ESTEE II ART PO Io a I aD SSR ICIS 150,000 “ 200,000 
SN ei ay heed das bececcsspaerceeede tes 200,000 “ 300,000 
638% AR Or ren a Repeal e a bP RG Gale bie a. oie bis aiw oie 8 paielabealacte 300,000 “ 500,000 
RI eng esa ees k Site oso Spmiv-ew bun Bo pale ea RES 500,000 “ 1,000,000 
CBG Re UE OMS ei ce cecs Lead Shee 1,000,000 

And also 5% on the above Taxes when Income is $5,000 or more. 
Companies pay 10% Normal Tax on excess Income over $2,000, and in addi- 

tion, 5% on tax when Income is $5,000 or more. 

Income of 1920, Tax Payable 1921 
Same rates as shown above for 1919, but one-fourth of the amount of tax is 

to be paid on fyling return and balance in three bi-monthly instalments, and penalty 
of 10% or 50% or 100% on excess income not reported. 

(See text of Amendment 1920 published in July issue). 
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INCOME WarR TAX ACT AMENDED 

1920 | 

THE INCOME WAR TAX ACT AMENDED 

Companies 

Corporations will pay 10 per cent. on net income in excess of 

$2,000, and in addition 5% on tax when income is $5,000 or more. 

Individuals 

NORMAL TAX 

Individuals will pay 4 per cent. upon all incomes exceeding $1,000 

up to $6,000 in the case of unmarried persons, widows and widowers 

without dependent children, and upon all incomes exceeding $2,000 

up to $6,000 in the case of all other persons. 

From the Normal Tax only individuals are exempt on $200 of 

income for each dependent child under eighteen years of age. 

Individuals will pay 8 per cent. Normal Tax upon all excess over 

$6,000. 

SUPER TAX 

Individuals, in addition to the Normal Tax, will pay a Super 

Tax of:— 

One per cent. on income exceeding $5,000, but not exceeding 

$6,000. 

Two per cent. on income exceeding $6,000, but not exceeding 

$8,000. 

Three per cent. on income exceeding $8,000, but not exceeding 

$10,000. 

And so on, in like manner, the Super Tax is increased by gradua- 

tion 1 per cent. additional tax for every additional $2,000 of income 

up to $100,000. 

Increased Super Tax rates are levied upon all incomes in excess 

of $100,000. 

And in addition to the Normal Tax and the Super Tax, 5 per 

cent. on the combined amount of the Normal and Super Taxes where 

the income is $5,000 or more. 
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Amount of Tax on Incomes of 1919 and 1920 

Unmarried Married 

Income. Persons. Persons. Income. 

5 1000. ...465 Exempt Exempt $ 3,000 
OO oes as $ 4 = 3,100 
ee 8 “ 3,200 
se 12 a 3,300 
1400 ia s2: 16 3,400 
0-BOO 26 sink’ 20 $ 3,500 
TOO 63-6543 24 o 3,600 
Te a x es 28 3 3,700 
BOO kasi 32 * 3,800 
1000 3.0.33. 36 sy 3,900 
yh | | ae ee 40 ss 4,000 
BAG, aa bax 44 $ 4 4,100 
OOO heaters 48 8 4,200 
"| | i re 52 12 4,300 
MI “4s oe he 56 16 4,400 
E.p00 aes 60 20 4,500 
SRUO Seine 64 24 4,600 
hk: | eats Aaa 68 28 4,700 
BROOD cess 72 32 4,800 
A i ee 76 36 4,900 

Married Persons 

Unmarried Married 

Persons. 

eeseteeese 

eervree 

eee ee 

eoeeeeve 

eenveee 

@eeeere 

Tax on $5,000 up to $8,900. 

Persons. 

$ 40 

ERS SSSSSLSANSRSSSEE 

NoTe.—Unmarried persons and widows and widowers without 

dependent children pay $42 more than married persons on income of 

$5,000 or more. 

Married 

Income. Persons. 

BO cc case iveean es $ 126.00 
WLOD © oeiew tod Shea 131.25 
DOU: Ss aneveckes 136.50 
| A ie ay ee 141.75 
MDD onc aias datacslottic 147.00 
NU) ions ah spie Raw oe 152.25 
BBO a. Wiss vitae we 157.50 
tet ER a arr 162.75 
eo Singin wis 075, 168.00 
Ga nc dea a vere we 173.25 
GARE cst ks cscs pare 178.50. 
Bt” RRC ne te pee 189.00 
Ot NG ST a? 199.50 
Fo Serer tern 210.00 
OAG0: Soutien eee os 220.50 
GSO .. Js kuceuces es 231.00 
6.B00- 5. sk bees ee 241.50 
O00 3s) aakie kee 252.00 
DSO vine hoe esan 262.50 
G900 . ot si bees sek 273.00 
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Income. 

eeeeeveeereeveeee 

eeerveeveevn ee eee 

eeseeveeeev eevee 

eoeeeeevreneees eer 

oer eeveeeeneeee 

eeeereeeee eens 

eoeeveeveeveee ene 

eeeeveeoeeeeeeee® 

oeevreeveeeenene 

orev eevee ee ene 

Married 

Persons. 

$ 283.50 
294.00 | 
304.50 
315.00 
325.50 
336.00 
346.50 
857.00 
367.50 
378.00 
388.50 
400.05 
411.60 | 
423.15 
434.70 
446.25 
457.80 
469.35 
480.90 
492.45 
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INCOME TAX RATES 

Income. 

12,000 

Married Persons 

Tax on $9,000 up to $16,900. 

ereeere ree ere 

o day e oe e+e 6 2 9s © 

ows 6 © € 6)e 010 ¢ 6 © 

O40 Se 6 O19 ¢ 66 @ © 

eee ep eee eveeee 

6 O-¢ @ @ 6 ¢'d OR 

eee ee eee we erwe 

a £9 6 6 # ¢ 6° O46 6 

> B67 S40 ©. 6 2 so 6 & 

ose eee eevee eee 

ose eee reese ee 

o*erere eee eeevneve 

ore ee ee wee eee 

“creer eee ereneene 

ete eo ee 6-4 6 8 2 

eoeevevreevvrere eee 

eseeeeereeee eee 

eaereeneeeeeeevee 

i> o.6¢ 6 '8. 06 ow a 0 

eee e ee ee eevee 

see e*ee ee eevee 

ore epee eevee eee 

eevee eee eeeene 

ose eeeeoeeve eee 
. 

see ee eee eeeeae 

eee eee ee eee ne 

sree eee eeneeene 

oreeevreereeeeve 

env eevee ee eee 

ose eee ee ee eee 

eee eeeveeepeeee 

oereevereereereoeree 

ose eee eevee eee 

oreeeeeereeeve 

eoeeweevn ever eee 

oreeeeeeere eee 

see eee eeereeee 

oeeeeveeeeeeeve 

eeeveeveeee ees 

Married ° 

Persons. Income 

$ 504.00 $13,000 

515.55 13,100 

527.10 13,200 

538.65 13,300 

550.20 13,400 

561.75 13,500 

573.30 13,600 

584.85 13,700 

596.40 13,800 

607.95 13,900 

619.50 14,000 

632.10 14,100 

644.70 14,200 

657.30 14,300 

669.90 14,400 

682.50 14,500 

695.10 14,600 

707.70 14,700 

720.30 14,800 

732.90 14,900 

745.50 15,000 

758.10 ~ 15,100 

770.70 15,200 

783.30 15,300 

795.90 15,400 

808.50 15,500 

821.10 15,600 

833.70 15,700 

846.30 15,800 

858.90 15,900 

871.50 16,000 

885.15 16,100 

898.80 16,200 

912.45 16,300 

926.10 16,400 

939.75 16,500 

953.40 16,600 

967.05 16,700 

980.70 16,800 

994.35 16,900 
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THE CANADIAN CHARTERED ACCOUNTANT 

Married Persons 

Tax on $17,000 up to $25,000. 

Married Married 

Income. Persons. Income Persons. 

ST TOOR Ss: . chysds corey $1,596.00 SOL MUG: 6 occ eR $2,268.00 
YAS Ss: ee DPN 1,611.75 SLIGO. oe Sen ee aseus 2,285.85 
RARE 6a Vicdvaw eta 1,627.59 rR | ER aie ier 2,303.70 

RU Ue ree 1,643.25 PhiOO ss Fixe acaleaaine 2,321.55 

gy S|: | Ear eapare rats hae 1,659.00 AE | | SRR ere 5 2 2,339.40 

yy | Renee ere eeNar > 1,674.75 BisQUO cee oee ss eee 2,357.25 

LiGOO 6.36 s dee Tee 1,690.50 CG. los ON 8 See 2,375.10 

ya ee a ene Os 1,706.25 yg By (|: RES Sarat ea cd 2,392.95 

VERO oi oat 1,722.00 BUNS 6 nskca a's oie wa eee 2,410.80 

ET GOGi oboe nt er eaees 1,737.75 DANY. 52o'a ysis 9 ee 2,428.65 

IBQOD) oe cos ke kw ae!s 1,753.50 SRO oid PSs ees 2,446.50 

BOO a ois smd ch ees 1,770.30 DEA iva 'bcs Gee 2,465.40 

pa i eae LA 1,787.10 yi Ro VIR NA 2,484.30 

AS || Sa ree 1,803.90 BBO. coeds geen 2,503.20 

SE MOD 62 e653 1,820.70 SRAGO Soa vs ees 2,522.10 

WBAGOO cise osszewacs bases 1,837.50 PO DOO 0-5 o's ciceamann 2,541.00 

BGO 2 5.5 hs en oe 1,854.30 SA ROO :o. sa' owed 2,559.90 

SB TOG os ekcesc ecole 1,871.10 St00 oss acete wee 2,578.80 

DOOD 5<< Sue ee 1,887.90 FRB ioc is ate 2,597.70 

TB BOD. 6 i cicdy nous nike 1,904.70 SAS00 | vc.cn0 tas kaee 2,616.60 

MOOG. ou aes 1,921.50 SAMO os ks See oe 2,635.50 

SB200) So Sivaceeeen 1,938.30 BOA0G ore eee 2,654.40 

TOO os Ayr hear an 1,955.10 SA SO0 ccs ccisab ee 2,673.30 

FORD: fic sic Cawev ews 1,971.90 SESOO oie oleae 2,692.20 

TT ane ra ee 1,988.70 SAAD 3) cig ec icican coe 2,711.10 

Eo oa g heels Kehoe 2,005.50 pa BT See ree 2,730.00 

OMNES i. Sinrd nino Wotercte 2,022.30 SS ROR cs nasicsltaue 2,748.90 

BIIOO ssp ad ola acta 2,039.10 23708... i eeteere 2,767.80 

TOO Sl bax Sa 2,055.90 SO ROG * 6 5. sb Slawecues 2,786.70 

RMR. saa aca b ws 304% 2,072.70 99,900 32 os eee 2,805.60 

Ee nee ere 2,089.50 pL Uae ge Re Tonge 2,824.50 — 

MRIS fine he hires Si 2,107.35 24.908 «os eaew wes 2,844.45 

C's a ara area 2,125.20 SA DO0 oa Pees 2,864.40 

BNR is odie cinta sare 2,148.05 S430 oo ode oes 2,884.35 

GO AOG 7. o oisies vse viens 2,160.90 24 AGO. 5 cain cadewes 2,904.30 

TORO oc baad Kens 2,178.75 SE BOO...) « dé eevee 2,924.25 

SO O08 seer niek 2,196.60 B4GO0 occa hee hee 2,944.20 

ON | URE iy i 2,214.45 DE TOD sc i e'din ba pee 2,964.15 

BORIS ona ue eee 2,232.30 S800 50 oc ee ace 2,984.10 
POQDG i. s owt Pak li see 2,250.15 DA SOO 5. Sis pee 3,004.05 

CE OOD 5. caceouwewan 3,024.00 
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INCOME TAX RATES 

Married Persons 

Tax on Income in Excess of $25,000. 

NOoTE.—Unmarried persons and widows and widowers without 
dependent children pay $42 more than married persons on income of 
$5,000 or more. 

Over $25,000 to $26,000: 
Take tax on first $25,000—$3,024. (See other table.) Add $19.95 
on each $100 excess. 

Over $26,000 to $28,000: 
Take tax on first $26,000—$3,223.50. 
Add $21.00 on each $100 excess. 

Over $28,000 to $30,000: 
Take tax on first $28,000—$3,643.50. 
Add $22.05 on each $100 excess. 

Over $30,000 to $32,000: 
Take tax on first $30,000—$4,084.50. 
Add $23.10 on each $100 excess. 

Over $32,000 to $34,000: 
Take tax on first $32,000—$4,546.50. 
Add $24.15 on each $100 excess. 

Over $34,000 to $36,000: 
Take tax on first $34,000—$5,029.50. 
Add $25.20 on each $100 excess. 

Over $36,000 to $38,000: 
Take tax on first $36,000—$5,533.50. 
Add $26.25 on each $100 excess. 

Over $38,000 to $40,000: 
Take tax on first $38,000—$6,058.50. 
Add $27.30 on each $100 excess. 

Over $40,000 to $42,000: 
Take tax on first $40,000—$6,604.50. 
Add $28.35 on each $100 excess. 

Over $42,000 to $44,000: 
Take tax on first $42,000—$7,171.50. 
Add $29.40 on each $100 excess. 

Over $44,000 to $46,000: 
Take tax on first $44,000—$7,759.50. 
Add $30.45 on each $100 excess. 

Over $46,000 to $48,000: 
Take tax on first $46,000—$8,368.50. 
Add $31.50 on each $100 excess. 

Over $48,000 to $50,000: 
Take tax on first $48,000—$8,998.50. 
Add $32.55 on each $100 excess. 

Over $50,000 to $52,000: 
Take tax on first $50,000—$9,649.50. 
Add $33.60 on each $100 excess. 

Over $52,000 to $54,000: 
Take tax on first $52,000—$10,321.50. 
Add $34.65 on each $100 excess. 

Over $54,000 to $56,000: 
Take tax on first $54,000—$11,014.50. 
Add $35.70 on each $100 excess. 
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Over $56,000 to $58,000: 
Take tax on first $56,000—$11,728.50. 
Add $36.75 on each $100 excess. 

Over $58,000 to $60,000: 
Take tax on first $58,000—$12,463.50. 
Add $37.80 on each $100 excess. 

Over $60,000 to $62,000: 
Take tax on first $60,000—$13,219.50. 
Add $38.85 on each $100 excess. 

Over $62,000 to $64,000: 
Take tax on first $62,000—$13,996. 50. 
Add $39.90 on each $100 excess. 

Over $64,000 to $66,000: 
Take tax on first $64,000—$14,794.50. 
Add $40.95 on each $100 excess. 

Over $66,000 to $68,000: 

Take tax on first $66,000—$15,613.50. 
Add $42.00 on each $100 excess. 

Over $68,000 to $70,000: 
Take tax on first $68,000—$16,453.50. 
Add $43.05 on each $100 excess. 

Over $70,000 to $72,000: 
Take tax on first $70,000—$17,314.50. 
Add $44.10 on each $100 excess. 

Over $72,000 to $74,000: 
Take tax on first $72,000—$18,196.50. 
Add $45.15 on each $100 excess. 

Over $74,000 to $76,000: 
Take tax on first $74,000—$19,099.50. 
Add $46.20 on each $100 excess. 

Over $76,000 to $78,000: 
Take tax on first $76,000—$20,023.50. 
Add $47.25 on each $100 excess. 

Over $78,000 to $80,000: 
Take tax on first $78,000—$20,968.50. 
Add $48.30 on each $100 excess. 

Over $80,000 to $82,000: 
Take tax on first $80,000—$21,934.50. 
Add $49.35 on each $100 excess. 

Over $82,000 to $84,000: 
Take tax on first $82,000—$22,921.50. 
Add $50.40 on each $100 excess. 

Over $84,000 to $86,000: 
Take tax on first $84,000—$23,929.50. 
Add $51.45 on each $100 excess. 

Over $86,000 to $88,000: 
Take tax on first $86.000—$24,958.50. 
Add $52.50 on each $100 excess. 

Over $88, 000 to $90,000: 
Take tax on first $88,000—$26,008.50. 
Add $53.55 on each $100 excess. 

Over $90,000 to $92,000: 
Take tax on first $90,000—$27,079.50. 

' Add $54.60 on each $100 excess. 
Over $92,000 to $94,000: 

Take tax on first $92,000—$28,171.50. 
Add $55.65 on each $100 excess. 
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Over $94,000 to $96,000: 
Take tax on first $94,000—$29,284.50. 
Add $56.70 on each $100 excess. 

Over $96,000 to $98,000: 
Take tax on first $96,000—$30,418.50. 
Add $57.75 on each $100 excess. 

Over $98,000 to $100,000: 
Take tax on first $98,000—$31,573.50. 
Add $58.80 on each $100 excess. 

Over $100,000 to $150,000: 
Take tax on first $100,000—$32,749.50. 
Add $630 on each $1000 excess. 

Over $150,000 to $200,000: 
Take tax on first $150,000—$64,249.50. 
Add $672 on each $1000 excess. 

Over $200,000 to $300,000: 
Take tax on first $200,000—$97,849.50. 
Add $714 on each $1060 excess. 

Over $300,000 to $500,000: 
Take tax on first $300, 000—$169, 249.50. 
Add $745.50 on each $1000 excess. 

Over $500,000 to $1,000,000: 
Take tax on first $500,000—$318,349.50. 
Add $756 on each $1000 excess. 

Over $1,000,000: 
Take tax on first $1,000,000—$696,349.50. 
Add $766.50 on each $1000 excess. 

WARNING! 

N the October, 1918 “Canadian Chartered Accountant” the profes- 

sion was warned against a swindler who was at that time going 

through Canada borrowing money from chartered accountants 

in the cities and then decamping. As this swindle has been repeated 

in both Eastern and Western Canada within the last month, we think 

it desirable to once more warn the profession to be on their guard. 

The person referred to appears to have an intimate knowledge of the 

partners in firms, including their domestic affairs, etc., and tells a 

very plausible story in support of his urgent request for a temporary 

loan, usually of $50. 

273 



THE CANADIAN CHARTERED ACCOUNTANT 

THE 

CANADIAN CHARTERED ACCOUNTANT 
PUBLISHED BI-MONTHLY UNDER THE AUSPICES OF THE 
DOMINION ASSOCIATION OF CHARTERED ACCOUNTANTS 

subscription $2.00 per annum in advance. 

The Publication Committee will be pleased to receive contributions on 
subjects of interest. Papers which may not be deemed suitable will be 
returned, if desired. 

All communications to be addressed to “The Canadian Chartered 
Accountant,” 518 Continental Life Building, Toronto, Ont. 

PUBLICATION NOTICE 

HE Committee on Publications, with the approval of the 

Dominion Association, propose publishing the “Canadian 

Chartered Accountant” every two months instead of quarterly, 

as now, commencing with the July number. Owing to the high cost 

of production, the subscription price will be raised to $2 per year, 

payable in advance. 

BUSINESS PROFITS AND INCOME TABLES 

OMPLYING with the request of a number of accountants, who 

were unable to secure extra copies of the January issue con- 

taining the tables of Rates of Taxes Payable under the Busi- 

ness Profits War Tax Act, 1916 and amendments, and the Income 

War Tax Act, 1917 and amendments, the tables are republished this 

issue. 

DOMINION ASSOCIATION CONVENTION, 1921 

HE Nineteenth Annual Meeting of the Dominion Association of 

T Chartered Accountants will be held in Vancouver, B.C., on the 

23rd, 24th and 25th of August next. in addition to the busi- 

ness meetings plans are being made for the reception and enter- 

tainment of visiting members and ladies including a full day’s sight- 

seeing trip to the city of Victoria. A cordial invitation is extended 

to the members and friends, and it is hoped that a large number will 

arrange their holidays so that they can be present. It is desired that 

intending visitors notify Mr. J. B. Woodthorpe, the Secretary, 303 

Winch Building, Vancouver, as early as possible. A programme of 

the meeting and social events will be published in the next issue. 
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EDITORIAL, NOTES, ETc. 

DOMINION BALANCE SHEET IS PREPARED IN 

DIFFERENT FORM 

HE Dominion balance sheet submitted to the House of Commons 

in the public accounts for the financial year ending March 

31, 1920, shows some radical departures from previous years. 

Instead of the cumbersome tables covering thirty or forty pages and 

showing in detail assets and liabilities, the balance sheet is now pre- 

pared after the manner of the balance sheets of large business 

corporations, It is all contained on one sheet, giving the main totals 

and the financial situation at a glance. The same procedure is fol- 

lowed in regard to ordinary revenue and expenditure. Details 

formerly given in the balance sheet now appear in supporting 

schedules. 

There is a departure also in the fact that for the first time the 

balance sheet has been examined and certified correct by an independ- 

ent firm of chartered accountants.—(Ottawa Citizen.) 

PROPOSED PUBLIC AUDIT OF BANKS IN GREAT BRITAIN 

BILL is being introduced in Parliament providing that the 

accounts of all banks in Great Bitain be annually audited by 

an official appointed by the board of trade. The result of the 

investigations will not be published unless the board of trade deems 

such a course essential in the public interest. Foreign banks trading 

there are excluded from the operation of the bill. This is a result 

of the Farrows Bank failure. 

DOMINION CORPORATIONS NOT AMENABLE TO PROVINCIAL 

COMPANY ACTS 

ONSOLIDATED appeals concerning Dominion companies being 

subject to Provincial Legislation as a condition of their exercis- 

ing corporate powers in the Canadian provinces was up before 

the Privy Council, and the appeals were allowed declaring that the 

provisions of the Companies Act of Ontario, Manitoba and Saskat- 

chewan which applied to these companies were ultra vires. 

Their Lordships’ judgment states that these companies are not 

precluded by reason of not having been licensed or registered under 

those acts from conducting business in these provinces. 
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Having regard to the character of the questions raised there will 

be no cost either here or in the courts below. 

Powers Limited 

Among the points made are the power of the provinces to legislate 

for incorporation of companies which is limited to companies with 

provincial objects. No express power is conferred in the British 

North America Act to incorporate companies with powers to carry 

on business in every province, but such power as is covered by sec- 

tion 91 is conferred exclusively upon the Dominion, and enables the 

Canadian Parliament to incorporate companies and restrict the pro- 

vinces from interfering with such companies conducting business 

where they choose. 
Prevent Indirect Tax 

If the condition of taking licenses had been introduced simply to 

obtain payment of a direct tax for Provincial purposes, or for secur- 

ing the observance of some restrictions concerning contracts, which — 

had to be observed by the public generally, their Lordships would 

have been prepared to regard condition as one within the power of 

the province to impose, but even then it would have been requisite to 

see that the Provincial Legislature was not under that guise really 

doing something else, such as imposing indirect taxation. 

- LANDLORD’S CLAIM FIRST 

HE owner of a store in Toronto was given judgment at Osgoode 

Hall for his full claim of $175 for rent of the premises against 

the authorized assignee of the estate of the person who car- 

ried on business in the store. The assignee contended his expenses 

were a prior charge on the realized assets. Registrar Holmstead 

ruled under the Bankruptcy Act that the landlord’s claim was pre- 

ferred and came first. 

WOMEN NOT TO BE ADMITTED 

ficates of the Canadian General Accountants’ Association was 

voted down at the annual meeting of that body held in the 

National Club, Montreal. The vote was a close one, the nays winning 

by seventeen to fourteen. A large number of the members present, 

however, did not vote one way or the other. 

The question of certificating women accountants was introduced 

by Mr. A. J. M. Petrie, retiring secretary-treasurer of the associa- 

tion, by the reading of a suggestion from a correspondent of Toronto. 

Ts proposition to admit women to the examinations for certi- 
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Mr. H. K. S. Hemming, championed the cause of women accountants. 

“Women have naturally competent accounting ability,” said Mr. 

Hemming. “I venture to say that most business men will agree with 

me that women make most efficient and capable bookkeepers. To-day, 

women have entered every field of endeavor and in none are they 

making better success than as accountants and financial clerks.” 

CORRESPONDENCE 

The Editor, 

Canadian Chartered Accountant. 

Dear Sir,—I have just received from Mr. A. A. Garrett, Secre- 

tary of the Incorporated Society of Accountants and Auditors (Eng- 

land), a letter dated 27th January, 1921, which is as follows:— 

“I have pleasure in informing you that at a meeting of the 

Council held on 20th January, 1921, upon the motion of the Presi- 

dent it was unanimously resolved that you be elected an Honorary 

member of the Society in recognition of your valuable services to the 

Society and the profession in the Dominion of Canada. The Council 

requested that I should express to you their cordial appreciation of 

your recent action in the protection of the Society’s interests in the 

Dominion of Canada and their good wishes for continued health and 

happiness. You may be interested to know that the only existing 

Honorary members of the Society are Mr. Ebenezer Carr (an original 

member of the Society, and until recently a member of the Council), 

Sir James Martin, and Miss Mary Harris Smith, the Senior Woman 

Accountant in public practise in this country.” 

I do not look upon this honor as being altogether a personal one, 

but take it as an appreciation by the English Society of services 

rendered for the benefit of the profession generally. 

I will thank you to note this in the next issue of the Accountant. 

Yours very truly, 

JOHN HYDE. 

The Editor, 

Canadian Chartered Accountant. 

Gentlemen,—I thought the following might be of interest. 

A client of mine was interviewing an applicant for the position 

of bookkeeper and the applicant had made out a fine case for himself 

up to this point: 

Employer: I suppose you know how to run a synoptic? 

Applicant: Oh, yes, certainly, I can run a gasoline engine, an 

automobile, a gasoline yacht or anything like that. 

Yours very truly, 

BERT R. MASECAR, C.A. 
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PERSONAL 

Mr. David Roy Hutton, C.A., late of Winnipeg, has recently 

moved to Calgary as local representative of Messrs. Marwick, Mitchell 

and Company. | 

Mr. M. H. Walker, C.A., Edmonton, Alberta, has moved to new 

offices in the Imperial Bank Building. 

The firm of Baldwin, Dow and Bowman, Edmonton, Alberta, 

announce that Mr. H. W. Baldwin, C.A., and Mr. W. Dow, C.A., have 

retired from the business which in future will be carried on by Mr. 

Kenneth Bowman, C.A., under his own name, with offices in the 

Jackson Building as formerly. Mr. Baldwin has moved to Toronto 

and Mr. Dow has returned to Scotland. 

Mr. Charles R. Hegan, C.A., late Assistant General Auditor, 

Overseas Military Forces of Canada, announces that he has resumed 

practice at 24 Coleman Street, London, E.C.2, England. 

Mr. WW. C. Metherell, C.A., Hamilton, Ont., announces that he 
has opened an office at 21 Sun Life Building, where he will practise 

as a Chartered Accountant. 

Mr. Geo. A. Welch, C.A., Ottawa, Ont., has moved his office from 

the Central Chambers to 300-1 Jackson Building. 

Messrs. Creak, Cushing and Hodgson, Chartered Accountants, 

Montreal, Que., announce that they have admitted to partnership the 

following members of their staff, all of whom have been associated 

with them for a number of years, Mr. George S. Burden, C.A. (C.A. 

Scotland), Mr. George Hunter, Jr., C.A. (C.A. Scotland), Mr. Alfred 

Smibert, C.A. (C.A. Scotland). The business will be carried on as 

formerly under the firm name of Creak, Cushing and Hodgson. 
Messrs. Touche, Niven and Company, New York, announce with 

regret the retirement, after many years association as a member of 

the firm, of Herbert C. Freeman, C.P.A., who has accepted a re- 

sponsible executive appointment in industrial circles. Henry E. 

Mendes, C.P.A., formerly resident partner of the Cleveland office, 

will now become a resident partner in New York. Walter F. Vieh, 

C.P.A., has been appointed manager of the Cleveland. office. 

Mr. John F. Robins, C.A., late of New York, announces the 

opening of an office at 1501 Royal Bank Building, Toronto. 

Mr. William Gray, C.A., for many years associated with the 

firm of F. C. S. Turner and Company, chartered accountants, has 

commenced a general auditing and accounting practice at 1107 

McArthur Building, Winnipeg, under the firm name of William Gray 

and Company. 
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Mr. George Edwards, F.C.A., is on a trip to the Old Country, 

he is expected home about the middle of May. 

Mr. James Culross Millar, C.A., Chief Auditor to the Canadian 

Wheat Board, late of the Contract Costs Department, Ministry of 

Munitions of War, London, England, and Mr. Walter James Mac- 

donald, C.A., late Assistant Auditor to the Canadian Wheat Board 

and of the 44th Battalion, C.E.F. (Captain, Military Cross and Bar, 

Military Medal, and mentioned in despatches), beg to announce hav- 

ing entered into partnership under the firm name of Millar, Mac- 

donald and Company, with offices in the ama Bank Building, 428 

Main St., Winnipeg. 

Mr. W. A. Tolmie, C.A., has retired from the firm of Alfred 

Shaw, Tolmie and Company, Vancouver, B.C., and has opened offices 

at 722 Standard Bank Building. Mr. Shaw will continue business 

at Rooms 708-9-10 Credit Foncier Building, Vancouver. 

Messrs. Wm. R. Jex, Colin P. MacKintosh and David A. B. 

Murray, have formed a partnership as chartered accountants, with 

office at 307 McIntyre Block, Winnipeg. 
Mr. J. D. Reid, C.A., formerly associated with Henderson, Reid 

and Company, has opened an office at 1001 McArthur Building, Win- 

nipeg. | 

Messrs. Arthur A. Crawley and Company, Ottawa, announce 

that they have admitted to partnership the following members of 

their staff who have been associated with them for some time: Mr. 

A. M. Milne, C.A., Mr. W. S. Pirie, C.A. The business will be con- 

tinued under the firm name of Crawley, Milne and Company, with 

offices at 50 Albert St. 

Chartered Accountant (young), residing in the North- 

west, desires position in the East. Seeks lower altitude on 

account of wife’s health. Box B. Canadian Chartered Ac- 

countant, Toronto. 
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| THE INSTITUTE OF 

CHARTERED ACCOUNTANTS OF ONTARIO 
idenaaeedti 

(Incorporated 1888.) 
> 

R. J. Dilworth, President. T. Watson Sime, Secretary. 

W. J. Valleau, Registrar. 

At a special general meeting of the members of the Institute, 

held in the Institute rooms on March 3rd last, the by-laws, as revised 

by the Council, were duly considered and confirmed. The principal 

changes are the authorization of the appointment of a Board of 

Instruction, elected yearly, who are charged with the establishing of 

courses of instruction for Chartered Accountant students. The first 

Board appointed are Messrs. George Edwards, T. Watson Sime, 

Rutherford Williamson and W. S. Ferguson. 

The requirement that all students intending to take the Institute 

Examinations must register as students-in-accounts and pursue the 

course of study prescribed for them by the Board of Instruction. 

The change in time of holding examinations. 

The fiscal year to end April 30th instead of June 30th, which will 

permit the holding of the annual general meeting in May or June, 

as desired. 

The increase of members’ annual dues from $15 to $20 net for 

resident and practising members, and from $5 to $10 net for non- 

resident, non-practising members. 

In deference to the convenience of the students-in-accounts, who, 

by a vote of 159 to 44, have declared in favor of Fall Examinations, 

the Council has decided not to hold the usual examinations in May 

next, and has fixed the date of the next examinations to take place 

on Wednesday, Thursday and Friday, the 7th, 8th and 9th of De- 

cember, 1921. 

Applications for examination already accepted will be considered 

in effect for the December Examinations, unless otherwise advised. 

All applications must be in the hands of the Registrar not later 

than the first of November preceding the examination. 

Examination fees are payable on or before the 15th of November. 

The courses of instruction being established by the Institute for 

the students will be at the option of the student for this year’s exami- 

nations, but students desiring to apply for examination in 1922 and 
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thereafter will require to register therefor during the month of 

January in each year, and be subject, in their studies, to the direction 

of the Board of Instruction. 

Further particulars regarding the courses of instruction will be 

announced later. 

Mr. Eustace T. Gregory, C.A., Windsor, Ont., was admitted to 

membership, February 8th last. 

It is with much rgret we have to announce the death of Edwin 

James Leishman on February 3rd and Robert Frank Spence on Feb- 

ruary 7th last, both much-esteemed members of the Institute. 

THE ASSOCIATION OF ACCOUNTANTS 

IN MONTREAL 

i 

: 3 | 
Re Mi (Incorporated 1880.) 

James Hutchison, President ‘Robert Wilson, Jr., Secretary. 

The annual meeting of this Association took place on the 12th 

day of Otcober last in the council room of the Board of Trade, Mont- 

real, and was attended by a fair number of members. The President 

of the Association, Mr. Hutchison, submitted the report of Council. 

Examinations.—One Final and one Intermediate Examination 

were held. For the Final there were eleven candidates, two of whom 

passed in all subjects, one in practical subjects only, and five in 

theoretical subjects only. For the Intermediate there were fifty-three 

candidates, of whom thirty-four succeeded in passing in all subjects. 

The winners of the War Memorial prizes were F. Gordon Blackstone 

in the Final and H. C. Hoyes in the Intermediate. 

Membership.—The Association now has ninety-three members, 

eight of whom were admitted during the year. 

Revision of By-laws.—A sub-committee of Council has this matter 

in hand, and is working in conjunction with the Committee of the 

D.A.C.A. on “Uniformity of Standards.” 

Elections.—The election of Council and officers for the ensuing 

year resulted in the retiring Council being re-elected as follows: 

President, James Hutchison; First Vice-President, J. A. Grant; 

Second Vice-President, A. B. Brodie; Secretary-treasurer, Robert 

Wilson, Jr. Council—A. Cross, David S. Kerr, J. A. Larue, F. W. 

Sharp. 
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INSTITUTE OF CHARTERED ACCOUNTANTS 

OF MANITOBA 

(Incorporated 1886.) 

F. C. Gilbert, President. W. J. Spence, Secretary. 

Mr. William Gray, C.A., late of the firm of F. C. S. Turner & Co., 

has opened practice at 1107 McArthur Building, Winnipeg. Mr. J. D. 

Reid, C.A., formerly of Henderson, Reid & Co., has an office at the 

same address. 

Mr. W. R. Jex, C.A., has taken into partnership Messrs. C. P. 

Mackintosh, C.A., and D. A. B. Murray, C.A. The new firm has offices 

at 307 Mcintyre Block, Winnipeg. 

Messrs. J. C. Millar, C.A., and W. J. Macdonald, C.A., have entered 

into partnership and opened an office in the Home Bank Building, 

428 Main Street, Winnipeg. 

Mr. H. M. Cherry, C.A., lately Auditor-General of the Overseas 

Military Forces of Canada, has removed to British Columbia, where 

he will resume his practice. 

The Chartered Accountants’ Students’ Society of the Manitoba 

Institute has recently been reorganized, and is showing an active and 

progressive spirit under the guidance of the following officers: Presi- 

dent, J. C. Millar, C.A.; Vice-President, R. I. Cawley; Secretary- 

treasurer, J. Morgan Davies. Executive Committee—W. Ross Grant, 

C.A., J. E. Dunbar, G. W. Dunn, W. W. McDonald, B.A., and C. E. 

McCartney. 

Membership in this Society is now obligatory on all registered 

students of the Institute, besides being open to Institute members 

and members of the' Dominion Association generally. it will under- 

take to promote social and athletic activities among the students, 

besides supplementing the regular educational facilities by arranging 

special lectures, debates, etc. 

The Manitoba Institute has decided to co-operate with the other 

‘Canadian Institutes, under the guidance of the Dominion Association 

of Chartered Accountants, in the preparation and circulation of a 

new Canadian correspondence course of instruction for students in 

Accountancy as a corrective to the present tendency to subscribe for 

and study various correspondence courses prepared by private organi- 
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zations for commercial purposes, and as a practical means towards 

the establishment and maintenance of a greater measure of uniformity 

in education standards throughout Canada. Students have been advised 

by circular that such an official course of instruction will be available 

not later than June of the present year, and will be offered to regis- 

tered students only and at a fee not greater certainly than that now 

charged by the promoters of commercially or privately conducted 

courses, and profits that may accure will be refunded pro rata to the 

students who enroll. They are advised not to commit themselves 

financially to any extended course of instruction under other auspices 

until they have had an opportunity, at least, of judging of the advan- 

tages, financial and otherwise, of this official course. 

THE INSTITUTE OF CHARTERED 

ACCOUNTANTS OF SASKATCHEWAN 
nN! ae “ae 
ane 

WINININ 
Ww 

B. R. Masecar, President. Thomas Lax, Secretary. 

(Incorporated 1908.) 

The new Tariff of Fees, as approved by the Council, is as 

under:— 

APPROVED TARIFF OF FEES 

(Adopted by the Council of the Institute, September 4th, 1920.) 

Principals— 

For auditing the books and accounts or investigating the 

affairs of firms, corporations and private individuals, 

including the preparation of accounts and reporting 

thereon, and work of a similar nature:— 

RS GUAT OL GOURD TUE cook tieeGk cee ceceecleaseecedesene $25.00 

When work covers less than one day, to be charged for at 

the rate of $4 per hour, with a minimum charge of $5. 

(Services of assistants and clerks to be charged extra in 

all cases.) 

For Consultations— 

Time occupying one hour or less .........-.0++eeeeeeee 5.00 

Each additional hour or part of hour...... ........... 5.00 
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For services as arbitrator, expert or practitioner appointed 

by Court, or by consent of parties interested, preparing 

statements or briefs for counsel, and attendance at 

trial, and for all other services:— 

Time occupying one hour or less ............2-..00000- 5.00 

Per day of. seven ‘hours. siiycsiis oe kh Oe ee ss 30.00 

For Chartered Accountant Assistants— 

Per day of seven hoursx. 5 aasee.4.aciiceah (gees eee 21.00 

For Senior Assistants— 

Per day of. seven: howtass.: 20 628266 heads Ss 14.00 

For Junior Assistants— 

Per day of seven howrsis 2: <5 2s. vei sieide hee lee - 7.00 

Travelling and hotel expenses to be charged extra on all work 

done elsewhere than where accountant is practising, and in such 

cases, time going and returning, not exceeding seven hours per day, 

to be charged. 

Certain changes have been made to the by-laws by the Council 

during the current year, the more important of which is a new by-law 

dealing with branch offices as under:— 

Branch Offices (New) 

Section (1)—‘“Any office within the Province of Saskatchewan 

purporting to be the branch office of a Chartered Accountant or firm 

of Chartered Accountants shall be in the direct charge of a member 

of this Institute who is resident in the place where such office is 

situate.” 

Two new members have been admitted to the Institute since the 

last report. Henry T. Ross, of Regina, qualified by successfully writing 

on a supplemental in Economics, and George N. Ross, of Saskatoon, 

a member of the Society of Accountants in Aberdeen, by affiliation. 

No less than three of our members, namely, F. W. Ferguson, of 

Regina; G. W. Coles, of Saskatoon, and G. E. Baskie, of Medicine Hat, 

have joined the staff of Scovell, Wellington & Co., of Boston, Mass., 

during the last few months. 

Mr. L. Giles, of Moose Jaw, has taken charge of the Moose Jaw 

office of Messrs. Marwick, Mitchell & Co. 
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Dominion Association of Chartered 

Accountants 

ae 
OFFICERS 1920-1921 

PRESIDENT : 

GEORGE E. WINTER ee mel tye Vancouver, B.C. 

VICE-PRESIDENT: 

H. D. CREIGHTON se - ‘5 a4 Halifax, N.S. 

SECRETARY-TREASURER : 

J. B. WOODTHORPE, .. 303 Winch Building, Vancouver, B.C. 

COUNCIL 

REPRESENTATIVE ELECTED BY 

J. A. GRANT, Montreal, Que. 
james HutTcuison, Montreal, Que. . 

The Association of Accountants in 

Montreal. 

ARTHUR C. NerFr, Toronto, Ont. 

BrYAN PONTIFEX, Toronto, Ont. 

OsLER WADE, Toronto, Ont. 

The Institute of Chartered Ac- 

countants of Ontario. 

; 4 The Institute of Chartered! Account- 

F, C, GILBERT, Winnipeg, Man. ray ants of Manitoba. 

ee Institute of Chartered Ac- 

B. F. Griccs, Winnipeg, Man. ; 

, countants of Nova Scotia. 
G. W. Drxon, Halifax, N.S. 

GEORGE E. WINTER, Vancouver, B.C. 

GORDON TANSLEY, Montreal, Que. .. 

The Institute of Chartered Account- 

ants of British Columbia. 

G. C. Rooker, Regina, Sask. ; haa Institute of Chartered Account- 

B. R. MASEcaR, Saskatoon, Sask. ants of Saskatchewan. 

J. B. SuTHERLAND, Calgary, Alta. .. \ The Institute of Chartered Account- 
W. H. A. THoMPsoN, Calgary, Alta. ants of Alberta. 

W. A. Loupoun, Fredericton, N.B. .. The Institute of Chartered Account- 

ants of New Brunswick. 
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OFFICIAL LIST MEMBERS DOMINION ASSOCIATION OF 

CHARTERED ACCOUNTANTS 

Note.—This list does not contain the names of those members of a Provincial Society 
non-resident in, Canada, By-Law No.1 of the Dominion Association of Chartered Account- 
oo einer ‘the membership shall be t/so facto the members in good standing resident 
in Canada,”’ etc. 

The Association of Accountants in Montreal 

APEDAILE, J. L., c/o Price Bros., Quebec. 

BAKER, C. W., 232 St. James Street, Montreal. 

BAKER, E. M., 117 Church Street, Windsor, Ontario. 

BALLANTYNE, A., 277 Beaver Hall Hill, Montreal. 

BENNETT, E. J., 1528 Bank of Hamilton Building, Toronto. 
BIRNIE, J. G., 232 St. James Street, Montreal. 

BLACKSTONE, F. GORDON, 1008 Bank of Nova Scotia Building, Montreal. 

BRIMACOMBE, L., 180 St. James Street, Montreal. 
BrRovigE, A. B., 608 Dominion Express Building, Montreal. 

BURDEN, G. S., 80 St. Francois Xavier Street, Montreal. 

CAMPBELL, S. R., 142 Notre Dame street West, Montreal. 

CINQ Mars, A., 50 Notre Dame Street West, Montreal. 

CLAGUE, J. A., Sun Life Assurance Company, Montreal. 

CLAPPERTON, H. D., 80 St. Francois Xavier Street, Montreal. 

Cote, A. W., 157 St. James Street, Montreal. 

COLE, ERNEST C., 37 Belmont Street, Montreal. 

Cross, A., 142 Notre Dame Street West. Montreal. 

CuRRIE, G. S., 179 St. James Street, Montreal. 

CUSHING, L., 80 St. Francois Xavier Street, Montreal. : 

DAVENPORT, GEO., Room 200, 103 St. Francois Xavier St., Montreal. 

Dowlg, L. A., 10 Adelaide Street East, Toronto. 

DURNFORD, GEO., 189 St. James Street, Montreal. 

FERRIE, R., 802 Royal Bank Building, Toronto. 

Fisk, A. K., 703-4 Bank of Nova Scotia Building, Montreal. 

GAGNON, P. A., 316 Quebec Bank Building, Montreal. 
Gowan, A. A., 17 St. John Street, Montreal. — 

GRANT, J. A., 142 Notre Dame Street West, Montreal. 

HAINS, JOHN McD., 412 Coristine Building, Montreal. 

Huu, M. S. T., 285 Board of Trade Building, Montreal, 

Hopeson, C. A., 80 St. Francois Xavier Street, Montreal. 

Hopaeson, G. W., 511 Power Building, 83 Craig Street West, Montreal, 

Horr, A. E. M., 263 St. James Street, Montreal. 
HunNtTER, GEO. JR., 80 St. Francois Xavier Street, Montreal. 

HvutTcuHIson, JAs., 80 St. Francois Xavier Street, Montreal. 

Hypde, JOHN, 18 St. Alexis Street, Montreal. 

JONES, G. McCartTHy, 637 Union Avenue, Montreal. 

JONES, W. S., 187 McGill Street, Montreal. 
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Kerr, Davin §S., 232 St. James Street, Montreal. 

KING, HAROLD, 591 St. Catharines Street West, Montreal. 

KINGAN, G. B., 120 St. James Street, Montreal. 

KENT, L., 180 St. James Street, Montreal. 

L’HEuREvUxX, J. A., 296 St. Paul Street West, Montreal. 

LABELLE, J. Z., Ste Thérése de Blainville, Que. 

LARUE, J. A., 126 Rue St. Pierre, Quebec. 

MACINTOSH, P., 157 St. James Street, Montreal. 

McDONALD, G. C., 179 St. James Street, Montreal. 

McNas, J. C., 604 McGill Building, Montreal. 

Mipctey, H. E., 108 St. Francois Xavier Street, Montreal. 

MILLAR, ROBERT, 71A St. James Street, Montreal. 

MITcHELL, A. F., 69 St. Francois Xavier Street, Montreal. 

MUNDELL, W. J., 27 Alloway Avenue, Winnipeg, Man. 

Murray, JR., J. R., 241 Clarke Ave., Westmount, Que. 

PARENTEAU, L. C., 103 St. Francois Xavier Street, Montreal. 

PATERSON, C. A., 157 St. James Street, Montreal. 
PATERSON, JOHN, 80 St. Francois Xavier Street, Montreal. 

PAYNE, GORDON §S., 232 St. James Street, Montreal. 

PECKHAM, S. BRITTAIN, 142 Notre Dame Street West, Montreal. 

PEEL, EDWIN, 1001 Wilder Building, Montreal. 

Piper. H. S. T., 18 Vendome Avenue, Montreal. 

PLIMSOLL, A. H., 210 Milton Street, Montreal. 

PROBYN, PERCIVAL, 145 St. James Street, Montreal. 

RATHIE, W. W., 120 St. James Street, Montreal. 

RIDDELL, A. F., 80 St. Francois Xavier Street, Montreal. 

RITCHIE, C. F., 211 McGill Street, Montreal. 

ROBERTSON, A. S., 128 Bleury Street, Montreal. 

ROBERTSON, D. B., 157 St. James Street, Montreal. 

Ross, ALEX. F. C., 142 Notre Dame Street West, Montreal. 

Rass, J. G., 142 Notre Dame Street West, Montreal. 

Ross, JOHN W., 142 Notre Dame Street West, Montreai. 

Ross, R. C., 80 St. Francois Xavier Street, Montreal. 

Scott, GorpoN W., 142 Notre Dame Street West, Montreal. 

SHarpP, F. W., 501 Power Building, Montreal. 

SKELTON, C. HaropD, 703-4 Bank of Nova Scotia Building, Montreal. 

SMIBERT, ALFRED, 80 St. Francois Xavier Street, Montreal. 

SMITH, H. MEREDITH, 180 St. James Street, Montreal. 

SteaD, A. C., 80 St. Francois Xavier Street Montreal. 

STEVENSON, A. W., 802 Bank of Nova Scotia Building, Montreal. 

STEVENSON, REGINALD C., 703 Bank of Nova Scotia Building, Montreal. 

TANSLEY, GORDON W., 205 St. James Street, Montreal. 
THOMSON, W. GARTH., 277 Beaver Hall Hill, Montreal. 

TRUDEL, EUGENE, 126 St. Peter Street, Quebec, Que. 
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BEHIND 
Those 20 Years 
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Behind the 20 years of successful experience in conduct- 
ing our Accounting Courses there lies a record of achieve- 
ment which only time, experience and service can build. 

We are the pioneers. 

Year after year an ever-increasing army of bookkeepers 
and accountants have been guided to greater competency 
or to the C. A. degree. 

Today, as we look back over these years of work and 
service, we are proud of the record we have made—75% of 
the degrees granted during these years were conferred on 
our graduates. 

ONTARIO RECORD 

1920 EXAMINATIONS 

Out of 18 successful Finals, 25 were our students. 
Out of 20 successful Intermediates, 20 were our students. 
Out of 67 Primary successful students, 57 were ours. 
All 6 Scholarships were won by our students. 
Equally good records were made in the other Provinces. 

And what of the guides ? 

W.S. Ferguson, C.A., the Principal of our Accountancy 
Department, has spent years in training Bookkeepers and 
Accountants for the C.A. degree and is, without doubt, the 
most eminent Accountancy Instructor in Canada. 

I. A. Rumble, B.A., C.A., Associate Principal, Depart- 
ment of Accountancy and Mathematics, has had many 
years of successful teaching experience. 

Both Mr. Ferguson and Mr. Rumble are surrounded by a 
most capable staff of assistants. 
Twenty years have made these men masters. 
Do you wish to benefit by their experience? Then write 
today for full particulars. 

THE SHAW CORRESPONDENCE SCHOOL 
TORONTO, (Dep. C.A.), CANADA 

W. H. SuHaw, C. W, CHANT, 
President. General Manager 
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